




5HSRUW RI WKH 7REDFFR )UHH 3ROLF\ 5HYLHZ *URXS
3J 
0LQLVWHU
:H KDYH SOHDVXUH LQ SUHVHQWLQJ WR \RX WKLV UHSRUW 
7RZDUGV D 7REDFFR )UHH 6RFLHW\
 :H UHFRJQLVH
WKDW LW ZLOO EH H[WUHPHO\ GLIILFXOW DQG WDNH VRPH WLPH WR IXOO\ DFKLHYH D 
7REDFFR )UHH 6RFLHW\
 EXW ZH
DUH FRQILGHQW WKDW WKH PHDVXUHV ZH UHFRPPHQG LQ WKLV UHSRUW ZLOO JR D ORQJ ZD\ WRZDUGV DFKLHYLQJ
WKLV REMHFWLYH :H DUH DOVR FRQVFLRXV WKDW WKLV UHSRUW LV WKH ODWHVW RI IRXU UHSRUWV GHDOLQJ ZLWK YDULRXV
DVSHFWV RI VPRNLQJ :H UHFRJQLVH WKDW WKHUH LV VRPH LQHYLWDEOH RYHUODS LQ WKHVH UHSRUWV DQG WKDW WKH
DFWXDO UHFRPPHQGDWLRQV PD\ EH VRPHZKDW GLIIHUHQW EXW WKHUH LV D FRPPRQ REMHFWLYH RI VHHNLQJ WKH
PRVW HIIHFWLYH PHDVXUHV SRVVLEOH WR GUDPDWLFDOO\ UHGXFH WKH OHYHO RI VPRNLQJ LQ RXU VRFLHW\ DQG
DERYH DOO WR SUHYHQW RXU FKLOGUHQ IURP VWDUWLQJ WR VPRNH
7REDFFR SURGXFWV DUH QRW MXVW DQRWKHU FRQVXPHU SURGXFW ZLWK UHJUHWWDEOH DGYHUVH HIIHFWV 7KHVH
SURGXFWV ZKHQ XVHG LQ WKH PDQQHU LQWHQGHG E\ WKH PDQXIDFWXUHU FDXVH DGGLFWLRQ IROORZHG E\ LOOQHVV
DQG SUHPDWXUH GHDWK 7KH\ KDYH QR EHQHILFLDO HIIHFWV (DFK \HDU RYHU ILYH KXQGUHG WKRXVDQG FLWL]HQV
RI WKH (XURSHDQ 8QLRQ GLH SUHPDWXUHO\ IURP WREDFFRUHODWHG GLVHDVHV DQG DW OHDVW VL[ WKRXVDQG GLH LQ
WKLV FRXQWU\ 8QIRUWXQDWHO\ WKH LOOHIIHFWV RI VPRNLQJ LV QRW FRQILQHG WR VPRNHUV DORQH DQG PDQ\
SDVVLYH VPRNHUV DOVR VXIIHU LOOQHVV DQG SUHPDWXUH GHDWK
&LJDUHWWH VPRNLQJ LV KLJKO\ DGGLFWLYH DQG IRU PRVW VPRNHUV WKH ZLWKGUDZDO V\PSWRPV DV WKH\ WU\ WR
TXLW DUH YHU\ VHYHUH 7LPH DQG DJDLQ VPRNHUV DWWHPSW WR TXLW DQG IDLO ,Q RXU GHOLEHUDWLRQV ZH KDG
SDUWLFXODU V\PSDWK\ IRU PDQ\ VPRNHUV ZKRVH SHUVRQDO DQG ILQDQFLDO GLIILFXOWLHV SODFH FRQVLGHUDEOH
EXUGHQV RQ WKHP 6PRNLQJ LV RIWHQ VHHQ E\ WKHP DV WKH RQO\ PHDQV WKH\ KDYH WR FRSH ZLWK VWUHVV
7U\LQJ WR TXLW LQ WKHVH FLUFXPVWDQFHV LV HVSHFLDOO\ GLIILFXOW <HW WR FRQWLQXH VPRNLQJ FDQ RQO\ DGG WR
WKHLU KHDOWK DQG ILQDQFLDO GLIILFXOWLHV $FFRUGLQJO\ RXU UHFRPPHQGDWLRQV IRFXV QRW RQO\ RQ WKH
UHVWULFWLRQV ZKLFK VKRXOG EH SODFHG RQ WKH DYDLODELOLW\ DQG XVH RI WREDFFR SURGXFWV EXW DOVR RQ WKH
DVVLVWDQFH ZKLFK VKRXOG EH PDGH DYDLODEOH WR VPRNHUV ZKR ZDQW WR EUHDN WKHLU DGGLFWLRQ
7KH WREDFFR LQGXVWU\ LQ RXU YLHZ IDFHV VHULRXV TXHVWLRQV DERXW WKHLU NQRZOHGJH RI WKH KDUP FDXVHG
E\ WKHLU SURGXFW DQG E\ WKHLU PDUNHWLQJ DFWLYLWLHV ZKLFK LPSDFW VR VWURQJO\ DQG GHOLEHUDWHO\ RQ
FKLOGUHQ
:H DUH DOVR FRQVFLRXV WKDW PDQ\ LQLWLDWLYHV LQ WKH SDVW ZHUH QRW DV VXFFHVVIXO DV WKHLU LQLWLDWRUV PLJKW
KDYH KRSHG DQG LW LV RXU YLHZ WKDW WKLV ODFN RI VXFFHVV LV GXH LQ SDUW DW OHDVW WR WKH ODFN RI D VXVWDLQHG
HIIRUW RI HQIRUFHPHQW &RQVHTXHQWO\ ZH KDYH GHYRWHG PXFK HIIRUW WR GHVLJQ ZKDW ZH IHHO LV DQ
HIIHFWLYH PDQDJHPHQW V\VWHP WR HQVXUH WKDW WKH PRPHQWXP IRU DFWLRQ VHW RXW KHUH LV VXVWDLQHG RYHU
WLPH
%HDWLQJ WKH WREDFFR HSLGHPLF UHTXLUHV WKH FRPPLWPHQW RI VRFLHW\ DV D ZKROH 1R RQH VHFWRU FDQ
DFKLHYH LW ,Q WKLV SROLF\ ZH KDYH VRXJKW WR FUHDWH D IUDPHZRUN ZKLFK ZRXOG LQFOXGH DV PDQ\




5HSRUW RI -RLQW 2LUHDFKWDV &RPPLWWHH RQ +HDOWK DQG &KLOGUHQ
7KH UHSRUW RI WKH &DUGLRYDVFXODU +HDOWK 6WUDWHJ\ *URXS  6KDSLQJ +HDOWKLHU +HDUWV
5HSRUW RI WKH 7REDFFR )UHH 3ROLF\ 5HYLHZ *URXS WR WKH 0LQLVWHU  ,VVXHV $ULVLQJ IURP WKH
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3J $SSHQGL[ % &KHPLFDO 3URILOH RI 7REDFFR 6PRNH                             
3J $SSHQGL[ $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$SSHQGLFHV            
3J &KDUW  &LJDUHWWHV SULFHV LQ 
3J &KDUW  0RUWDOLW\ 5DWHV LQ ,UHODQG
3J &KDUW  5DWLR RI +RXVHKROG ,QFRPH 6SHQW RQ 7REDFFR
3J &KDUW  3HU &DSLWD H[SHQGLWXUH LQ &XUUHQW DQG &RQVWDQW  SULFHV
3J &KDUW  &XUUHQW VPRNLQJ 3UHYDOHQFH DPRQJ *LUOV
3J &KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH $PRQJ %R\V
3J &KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH DPRQJ 0HQ E\ $JH DQG 6RFLDO
&ODVV
3J &KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH $PRQJ :RPHQ E\ $JH DQG
6RFLDO &ODVV
3J &KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH E\ $JH DQG *HQGHU
3J &KDUW  6PRNLQJ 3UHYDOHQFH E\ *HQGHU
3J &KDUW  7UHQGV %\ *HQGHU
3J &KDUW E &RQVXPSWLRQ RI 7REDFFR E\ WRQQHV FRXQWULLHV OHVV WKDQ
 7RQQHV
3J &KDUW D &RQVXPSWLRQ RI 7REDFFR E\ 7RQQHV &RXQWULHV PRUH WKDQ
 WRQQHV
3J &KDUW  &LJDUHWWHV 3HU &DSLWD





&LJDUHWWHV WKH PRVW FRPPRQ IRUP RI WREDFFR SURGXFW DUH PDGH IURP WREDFFR
UHFRQVWLWXWHG WREDFFR JHQHWLFDOO\ PRGLILHG WREDFFR DQG RWKHU DGGLWLYHV 7REDFFR IDUPLQJ
LV ODERXU LQWHQVLYH DQG H[SHQVLYH &LJDUHWWHV DUH PDVV SURGXFHG DQG KDYH D QXPEHU RI
GLIIHUHQW FKHPLFDOV DGGHG GXULQJ PDQXIDFWXULQJ VRPH RI ZKLFK DUH FDUFLQRJHQLF
7REDFFR FRQWDLQV QLFRWLQH ZKLFK LV D KLJKO\ DGGLFWLYH GUXJ 7KH VPRNH IURP FLJDUHWWHV
KDV PDQ\ ZHOO NQRZQ FDUFLQRJHQLF DJHQWV /LJKW FLJDUHWWHV DUH QRW VDIHU WKDQ RUGLQDU\
FLJDUHWWHV ,Q JHQHUDO VZLWFKLQJ WR FLJDUV RU SLSHV RIIHUV QR UHGXFWLRQ LQ ULVN IRU FLJDUHWWH
VPRNHUV
&KDSWHU 
7REDFFR XVH ZDV HVWDEOLVKHG LQ RXU VRFLHW\ EHIRUH ZH EHFDPH DZDUH RI LWV KDUPIXO
HIIHFWV 7REDFFR VPRNH FDXVHV OXQJ GLVHDVH FDQFHU DQG FDUGLRYDVFXODU GLVHDVH
(QYLURQPHQWDO WREDFFR VPRNH LV IXUWKHU LPSOLFDWHG LQ RWKHU LOOQHVV VXFK DV FRW GHDWKV ,W
LV H[WUHPHO\ GLIILFXOW WR EUHDN WKH VPRNLQJ DGGLFWLRQ EXW WKH UHZDUGV DUH VLJQLILFDQW DQG
LPPHGLDWH IRU WKRVH ZKR VXFFHHG
&KDSWHU 
7KH WREDFFR LQGXVWU\ LV JOREDOO\ RZQHG DQG PDQDJHG ,W LV D PDUNHWLQJ EDVHG LQGXVWU\
WKDW LQ SXEOLF GHQLHV LWV SURGXFWV DUH DGGLFWLYH RU WKDW WKH\ DUH D GLUHFW FDXVH RI GLVHDVH
DQG FRQGXFWV LWV EXVLQHVV DFFRUGLQJO\ 6PRNHUV KDYH QRW EHHQ SURSHUO\ LQIRUPHG E\ WKH
LQGXVWU\ RI WKH QDWXUH RI WKH ULVN WKH\ DUH WDNLQJ DQG WKH PDUNHWLQJ SUDFWLFHV RI WKH
LQGXVWU\ SXW FKLOGUHQ DW ULVN
&KDSWHU 
,Q FRPPRQ ZLWK PRVW ZHVWHUQ FRXQWULHV WREDFFR XVH LV HQGHPLF LQ RXU VRFLHW\ 'HVSLWH
FRQVLGHUDEOH UHGXFWLRQV LQ VPRNLQJ UDWHV VLQFH WKH V OLWWOH SURJUHVV KDV EHHQ PDGH LQ
UHFHQW \HDUV LQ DGGUHVVLQJ WKLV FRQFHUQ DQG WKHUH LV D GLVWXUELQJ XQGHUO\LQJ LQFUHDVH LQ
VPRNLQJ SUHYDOHQFH DPRQJ FKLOGUHQ DQG \RXQJ SHRSOH HVSHFLDOO\ JLUOV DQG \RXQJ ZRPHQ
$ERXW   RI ,ULVK DGXOWV VPRNH FLJDUHWWHV ZLWK VPRNLQJ FRPPHQFLQJ LQ FKLOGKRRG DQG
SHDNLQJ DW DERXW  \HDUV RI DJH 7KH UHDO FRVW RI FLJDUHWWHV KDV LQ JHQHUDO UHPDLQHG
VWDWLF LQ WKH V DQG WKHUHIRUH WKH SULFH EDUULHU LGHQWLILHG E\ WKH :RUOG %DQN DV WKH
PRVW HIIHFWLYH LQVWUXPHQW LQ SUHYHQWLQJ \RXQJ SHRSOH IURP VPRNLQJ KDV EHHQ
SURJUHVVLYHO\ ORZHUHG LQ UHFHQW \HDUV DV LQFRPHV LPSURYH 7KH VXEVWDQWLDO LQFUHDVH LQ
WD[DWLRQ LQ WKH %XGJHW RI 'HFHPEHU RI  KDV DGMXVWHG WKLV SRVLWLRQ
&KDSWHU 
/LIH H[SHFWDQF\ LQ ,UHODQG LV ORZHU WKDQ WKH (8 DYHUDJH 7KH GLVHDVHV ZKLFK FRQWULEXWH WR
WKLV IDFW DUH KHDUW GLVHDVH DQG FDQFHU 7REDFFR XVH LV WKH OHDGLQJ SUHYHQWDEOH FDXVH RI
WKHVH GLVHDVHV 5HGXFWLRQ LQ WREDFFR FRQVXPSWLRQ VKRXOG WKHUHIRUH UHVXOW LQ WLPH LQ DQ
LQFUHDVH LQ OLIH H[SHFWDQF\ LQ ,UHODQG
&KDSWHU 
'HVSLWH WKH FRQVLGHUDEOH VXFFHVV RI RXU H[LVWLQJ UHVSRQVH WR WKH WREDFFR SUREOHP WKH




2XU PLVVLRQ IRU WKH IXWXUH LV WR SURPRWH D 7REDFFR )UHH 6RFLHW\ 7R IXUWKHU WKLV PLVVLRQ
ZH KDYH LGHQWLILHG IRXU NH\ VWUDWHJLF REMHFWLYHV YL] WR FKDQJH DWWLWXGHV WRZDUGV
VPRNLQJ WR VXSSRUW DQG HPSRZHU SHRSOH WR SURWHFW SHRSOH DJDLQVW SDVVLYH VPRNLQJ DQG
WR IRFXV RQ SURWHFWLRQ IRU FKLOGUHQ
7R DFKLHYH WKHVH REMHFWLYHV D VHYHQ WLHU DFWLRQ SODQ LV SURSRVHG 7KLV SODQ DGYRFDWHV
EHWWHU FRPPXQLFDWLRQV DQG HGXFDWLRQ ,W ZRXOG SURYLGH PRUH KHOS IRU VPRNHUV WR TXLW DQG
LQWURGXFH WRXJKHU UHJXODWLRQ RI WKH WREDFFR LQGXVWU\ WR HOLPLQDWH LQGXFHPHQWV WR FKLOGUHQ
WR H[SHULPHQW ZLWK WREDFFR 6PRNHUV ZRXOG EH IXOO\ LQIRUPHG E\ WKH WREDFFR LQGXVWU\ RI
WKH ULVNV WKH\ DUH XQGHUWDNLQJ DQG WKHUH ZRXOG EH IXUWKHU SURWHFWLRQ DJDLQVW WKH KDUPIXO
HIIHFWV RI SDVVLYH VPRNLQJ 7KH SODQ DOVR DGYRFDWHV LPSURYHG FRPSOLDQFH ZLWK H[LVWLQJ
ODZV 7R EH VXFFHVVIXO IXOO FRPPXQLW\ LQYROYHPHQW ERWK LQ ,UHODQG DQG DEURDG LV
UHTXLUHG $Q DGHTXDWHO\ UHVRXUFHG PDQDJHPHQW V\VWHP LV QHFHVVDU\ WR HQVXUH VXFFHVV DQG
WKH FRVW RI WKLV LQLWLDWLYH VKRXOG EH LQWHUQDOLVHG WR WKH WREDFFR VHFWRU 3URJUHVV ZRXOG KDYH
WR EH LQGHSHQGHQWO\ PRQLWRUHG
3J 
2YHUYLHZ RI 7REDFFR DQG +HDOWK
 7REDFFR LV WKH OHDGLQJ FDXVH RI SUHYHQWDEOH GHDWKV LQ WKH ZHVWHUQ ZRUOG
7KLV YLHZ LV VKDUHG E\ DOO SXEOLF KHDOWK DGYRFDWHV DQG PRVW JRYHUQPHQWV WKURXJKRXW
WKH ZRUOG 7REDFFR FRQWDLQV QLFRWLQH ZKLFK LV D KLJKO\ DGGLFWLYH VXEVWDQFH 7REDFFR
VPRNH FRQWDLQV WKRXVDQGV RI FKHPLFDOV PDQ\ RI ZKLFK DUH FDUFLQRJHQLF
 7REDFFR FRQWURO LV D PDMRU SULRULW\ ZLWK WKH :RUOG +HDOWK 2UJDQLVDWLRQ :+2
7KH :+2 KDG VHW D WDUJHW RI JHWWLQJ  QRQ VPRNLQJ SRSXODWLRQV LQ LWV FRQVWLWXHQW
PHPEHU 6WDWHV E\ WKH \HDU  ,Q D UHFHQW UHYLHZ RI SURJUHVV RI DQWLVPRNLQJ
SURJUDPPHV LQ (XURSH WKH :+2 KDV QRWHG WKDW ZKLOH PXFK SURJUHVV KDV EHHQ PDGH
WKLV WDUJHW KDV QRW EHHQ DFKLHYHG $FFRUGLQJO\ WKH :+2 KDV ODXQFKHG D PDMRU QHZ
LQLWLDWLYH 7KH 7REDFFR )UHH ,QLWLDWLYH
7KH :RUOG %DQN DGYRFDWHV WREDFFR FRQWURO PHDVXUHV
,Q D UHFHQW UHSRUW WKH :RUOG %DQN KLJKOLJKWV WKH QHHG IRU VWURQJ WREDFFR FRQWURO
SROLFLHV DQG FDOOV IRU KLJK SULFHV DV D PDMRU LQVWUXPHQW IRU SUHYHQWLRQ ZKLFK LW DUJXHV
GRHV QRW WKUHDWHQ WD[ EXR\DQF\ 7KH LQWHUQDWLRQDO H[SHULHQFH LV WKDW KLJK SULFHV ZRUN
ZLWKRXW UHGXFLQJ WD[ UHYHQXHV :KLOH KLJK SULFHV PD\ LQFUHDVH LQZDUG VPXJJOLQJ WKH
HYLGHQFH VXJJHVWV WKDW WD[ EXR\DQF\ UHPDLQV KLJK DQG PRUH VPRNHUV TXLW +LJK SULFHV
IRU WREDFFR SURGXFWV DUH WKH PRVW FRVW HIIHFWLYH ZD\ RI UHGXFLQJ FRQVXPSWLRQ
)XUWKHUPRUH WKHLU HIIHFWLYHQHVV LV HYHQ JUHDWHU ZKHUH DGROHVFHQWV DQG FKLOGUHQ DUH
FRQFHUQHG )RU HYHU\  LQFUHDVH LQ WKH SULFH RI FLJDUHWWHV LW LV HVWLPDWHG WKDW WKHUH LV
D GHFUHDVH RI DSSUR[LPDWHO\  LQ FRQVXPSWLRQ
7KH WREDFFR LQGXVWU\ LQ SXEOLF GHQLHV WKDW WREDFFR LV DGGLFWLYH RU WKDW LW FDXVHV GHDWK
'LVFORVXUHV GXULQJ OLWLJDWLRQ LQ WKH 8QLWHG 6WDWHV VXJJHVW WKDW WKH LQGXVWU\ KROG D FRQWUDU\
YLHZ LQ SULYDWH DQG WKDW WKH\ KDYH UHVHDUFK UHVXOWV ZKLFK VXSSRUW WKLV
7KH LQGXVWU\ LV D PDUNHWLQJ EDVHG LQGXVWU\ ZLWK D VWURQJ FRPPLWPHQW WR DGYHUWLVLQJ
7KH SRZHUIXO LPDJHU\ RI FLJDUHWWH DGYHUWLVLQJ LV YHU\ HIIHFWLYH LQ SHUVXDGLQJ \RXQJ
SHRSOH WR VPRNH %DQQLQJ WREDFFR DGYHUWLVLQJ KDV WKH HIIHFW RI UHGXFLQJ WKH QXPEHUV
RI \RXQJ SHRSOH WDNLQJ XS VPRNLQJ 7KH PDMRULW\ RI (XURSHDQV IDYRXU D FRPSOHWH
EDQ RQ WREDFFR DGYHUWLVLQJ
5HGXFLQJ WKH LQGXVWU\¶V DFFHVV WR FKLOGUHQ KDV EHHQ VKRZQ WR FRQWULEXWH WR UHGXFLQJ
WKH QXPEHUV RI FKLOGUHQ WDNLQJ XS VPRNLQJ 3RRU FRPSOLDQFH ZLWK OHJLVODWLRQ RQ
VHOOLQJ FLJDUHWWHV WR FKLOGUHQ LV D FDXVH IRU FRQFHUQ
 7KHUH LV D QHHG IRU D VXVWDLQHG PXOWL VHFWRUDO DSSURDFK WR WKH WREDFFR HSLGHPLF
7KHUH LV QR VLQJOH LQWHUYHQWLRQ KRZHYHU YLJRURXVO\ DSSOLHG ZKLFK ZLOO HQVXUH
VXFFHVV RQ LWV RZQ 7KH H[SHULHQFHV RI WKRVH FRXQWULHV ZKR DUH KDYLQJ VXFFHVV LQ WKLV
ILHOG LV WKDW FRPSUHKHQVLYH SROLFLHV RQ WREDFFR FRQWURO EDFNHG E\ VWURQJ SROLWLFDO




7KH &RQWHQWV RI &LJDUHWWHV
7REDFFR &LJDUHWWHV DUH E\ IDU WKH PRVW FRPPRQ IRUP RI WREDFFR SURGXFW LQ XVH 7KH
SULPDU\ LQJUHGLHQW LQ FLJDUHWWHV LV WREDFFR 1LFRWLQH WDEDFXP / 7KH WREDFFR SODQW
JURZV WR D KHLJKW RI DERXW P WR  P 2ULJLQDWLQJ LQ 6RXWK $PHULFD LW LV FXOWLYDWHG
DQQXDOO\ 7KH VHHGV DUH SODQWHG LQ WKH VSULQJ DQG WKH VHHGOLQJV DUH WUDQVSODQWHG ZKHQ WKH\
KDYH  WR  OHDYHV 7REDFFR LV D YHU\ ODERXU LQWHQVLYH GLIILFXOW DQG H[SHQVLYH SODQW WR
JURZ ,W LV HVWLPDWHG WKDW LW WDNHV  KRXUV RI ZRUN SHU DQQXP IRU HDFK KHFWDFUH RI
WREDFFR FRPSDUHG ZLWK  KRXUV IRU JHQHUDO FURSV 7KH SODQWV DUH KDUYHVWHG DW WKH HQG
RI WKH VXPPHU 7KH OHDYHV RQFH GULHG DUH VRUWHG ZLWK UHJDUGV WR WKHLU GHOLFDF\ FRORXU
DQG ODPLQD 7KHUH DUH D ODUJH YDULHW\ RI WREDFFR SODQWV EXW WREDFFR LV XVXDOO\ FODVVLILHG
DFFRUGLQJ WR KRZ LW LV FXUHG LH )OXHFXUHG /LJKWFXUHG 6XQFXUHG 'DUN DLUFXUHG RU
ILUHFXUHG 2QFH WKH FURS LV GULHG LW LV VROG WR D SURFHVVRU ZKR SUHSDUHV WKH WREDFFR WR D
VWDWH WKDW LV UHDG\ IRU ZDUHKRXVLQJ WKLV LV VRPHWLPHV UHIHUUHG WR DV EDOHG WREDFFR 7KH
SURGXFW LV WKHQ GHOLYHUHG WR PDQXIDFWXULQJ SODQWV IRU SURFHVVLQJ LQWR FRQVXPHU SURGXFWV
FLJDUHWWHV FLJDUV SLSH WREDFFR VQXII
5HFRQVWLWXWHG WREDFFR 7UDGLWLRQDOO\ RQO\ WKH OHDI RI WKH SODQW ZDV XVHG EXW LQ UHFHQW
\HDUV ZLWK WKH LQWURGXFWLRQ RI PRGHUQ FKHPLFDO WHFKQRORJLHV WKH VWDON DQG RWKHU UHVLGXHV
DUH DOVR KDUYHVWHG 8VLQJ YDULRXV FKHPLFDO DQG VWHDP WHFKQRORJLHV WKHVH VWDONV DQG
UHVLGXHV DUH UHQGHUHG LQWR D ILQH SDVWH WR ZKLFK QLFRWLQH DQG RWKHU XQNQRZQ LQJUHGLHQWV
DUH DGGHG LQ VXFK TXDQWLWLHV DV WKH LQGXVWU\ FRQVLGHUV DSSURSULDWH 7KH SDVWH LQ WKHQ
VWLIIHQHG XVLQJ YDULRXV JDVHV DQG SURFHVVHG LQWR FDUGERDUG OLNH VKHHWV NQRZQ DV
UHFRQVWLWXWHG WREDFFR VKHHWV 7KHVH VKHHWV DUH WKHQ GLVWULEXWHG WR FLJDUHWWH PDQXIDFWXULQJ
SODQWV DURXQG WKH ZRUOG ZKHUH WKH\ DUH DGGHG WR UHJXODU WREDFFR ,W LV EHOLHYHG WKDW WKH
OHYHOV RI QLFRWLQH LQ WKHVH UHFRQVWLWXWHG VKHHWV DUH PDQLSXODWHG FKHPLFDOO\ DQG WKDW RWKHU
FKHPLFDOV VXFK DV DPPRQLD DUH DGGHG ZKLFK KHOS UHOHDVH KLJKHU OHYHOV RI QLFRWLQH IURP
WKH EXUQLQJ WREDFFR ,W LV WKRXJKW WKDW UHFRQVWLWXWHG WREDFFR PD\ DFFRXQW IRU DERXW  RI
WKH WREDFFR LQ FLJDUHWWHV
$GGLWLYHV )URP  WR  LW ZDV LOOHJDO LQ ,UHODQG WR LQWURGXFH DQ\WKLQJ RWKHU WKDQ
WREDFFR LQWR WREDFFR SURGXFWV )ROORZLQJ WKH UHSHDO RI WKLV SURYLVLRQ WKH XVH RI DQ
H[WHQVLYH UDQJH RI DGGLWLYHV DSSUR[  EHFDPH OHJDO $W SUHVHQW WKHUH DUH QR
UHJXODWLRQV RQ ZKDW PD\ EH DGGHG WR FLJDUHWWHV RU ZKDW FKHPLFDOV PD\ EH XVHG LQ WKH
PDQXIDFWXULQJ SURFHVV $ W\SLFDO FKHPLFDO SURILOH RI D FLJDUHWWH LV LOOXVWUDWHG LQ 7DEOH 
DQG $SSHQGL[ $ SURYLGHV D PRUH FRPSUHKHQVLYH OLVW RI WKH FKHPLFDOV SHUPLWWHG IRU XVH LQ
WREDFFR SURGXFWV PDQXIDFWXUHG LQ WKH 8.
3J 

$SSHQGL[ 9,, RI WKH 6HFRQG 5HSRUW RI WKH ,QGHSHQGHQW 6FLHQWLILF &RPPLWWHH RQ 6PRNLQJ DQG +HDOWK
 DQG LQ $SSHQGL[
, RI WKH &RPPLWWHH
V )RXUWK 5HSRUW

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)OLWHU :UDSSHU DGKHVLYH +RW
 'LH ,PSULQW ,QN
 6HDP $GKHVLYH
 WULDFHWLQ)LOWHU %RQGLQJ $JHQW *O\FHURO 7ULDFHWDWH
&$6 1R 
D DGGLWLYHV
1DPH DQG &$6 1R&DWHJRU\
7DEOH $GGLWLYHV LQ &LJDUHWWHV
3J 
*HQHWLFDOO\ 0RGLILHG 7REDFFR *HQHWLFDOO\ PRGLILHG WREDFFR LV XVHG FRPPHUFLDOO\
0DQ\ RI WKHVH SODQWV DUH K\EULGV RI WREDFFR SODQWV JHQHWLFDOO\ HQJLQHHUHG WR HQVXUH D
KLJKHU \LHOG RI QLFRWLQH WKDQ VR FDOOHG QRUPDO SODQWV :H ZHUH XQDEOH WR GHWHUPLQH
ZKHWKHU WKH WREDFFR SURGXFWV XVHG LQ ,UHODQG FRQWDLQ JHQHWLFDOO\ PRGLILHG WREDFFR RU QRW
$ FRQVLGHUDEOH DPRXQW RI WREDFFR SURGXFWV VROG LQ ,UHODQG DUH PDQXIDFWXUHG RYHUVHDV
2XU SUHVHQW OHJLVODWLRQ GRHV QRW DOORZ IRU GLVFORVXUH E\ WKH LQGXVWU\ LQ UHODWLRQ WR WKH
FRQWHQWV RI UHFRQVWLWXWHG WREDFFR VKHHW ZKLFK LV WKH PRVW SUREDEOH VRXUFH RI JHQHWLFDOO\
PRGLILHG WREDFFR
2QH YDULHW\ RI JHQHWLFDOO\ PRGLILHG SODQW NQRZQ DV < LV DQ RIIVSULQJ RI D QXPEHU RI
JHQHWLFDOO\ DOWHUHG SODQWV FUHDWHG LQ WKH 86 DQG LOOHJDOO\ H[SRUWHG WR %UD]LO ZKHUH LW LV
JURZQ LQ FRPPHUFLDO TXDQWLWLHV 6RPH RI WKH JHQHWLFDOO\ PRGLILHG YDULHWLHV DUH VR KLJK LQ
QLFRWLQH WKDW VPRNHUV FDQ EHFRPH SK\VLFDOO\ VLFN ZKLOH VPRNLQJ WKHP ,Q FRPPHUFLDO
SUDFWLFH WKH\ DUH EOHQGHG ZLWK FKHDSHU ZHDNHU WREDFFRV WR PDNH FLJDUHWWHV ZLWK QLFRWLQH
OHYHOV WKDW VDWLVI\ VPRNHUV QHHGV ,W LV UHSRUWHG WKDW WKH SULQFLSDO UHDVRQ IRU GHYHORSLQJ
JHQHWLFDOO\ PRGLILHG WREDFFR ZDV WKDW WKH LQGXVWU\ ZHUH XQGHU SUHVVXUH WR UHGXFH WDU
\LHOGV LQ WKHLU SURGXFWV &LJDUHWWH FRPSDQLHV NQHZ KRZ WR UHGXFH WDU E\ FKHPLFDOO\
WUHDWLQJ WKH WREDFFR EXW WKLV SURFHVV DOVR UHPRYHG PXFK RI WKH QLFRWLQH ,I QLFRWLQH IHOO
WR DQ XQDFFHSWDEOH OHYHO WKHQ WKH SURGXFW ZRXOG QRW EH DGGLFWLYH DQG VDOHV ZRXOG
DFFRUGLQJO\ VXIIHU $ JHQHWLFDOO\ PRGLILHG WREDFFR SODQW WKDW \LHOGHG YHU\ KLJK QLFRWLQH
OHYHOV ZRXOG KDYH KLJK UHVLGXDO QLFRWLQH DIWHU WKH WDU UHGXFWLRQ SURFHVV
([SHULPHQWDWLRQ FRQWLQXHV LQ WKLV ILHOG DQG LW LV EHOLHYHG WKDW QHZ K\EULGV DUH EHLQJ
SURGXFHG VRPH RI ZKLFK DUH \LHOGLQJ RYHU WKUHH WLPHV WKH QRUPDO QLFRWLQH OHYHOV 7KLV
NQRZOHGJH KDV RQO\ FRPH LQWR WKH SXEOLF GRPDLQ LQ UHFHQW \HDUV DQG WKH IXOO H[WHQW RI WKLV
IRUP RI PDQLSXODWLRQ RI QLFRWLQH LV QRW \HW XQGHUVWRRG
7KH &RQWHQWV RI &LJDUHWWH 6PRNH
0DLQ 6WUHDP DQG 6LGH 6WUHDP 6PRNH 2QFH D FLJDUHWWH LV OLW LW EXUQV DW DSSUR[LPDWHO\
 GHJUHHV 7KLV WHPSHUDWXUH LQFUHDVHV WR DSSUR[  GHJUHHV ZKHQ WKH VPRNHU GUDZV
RQ WKH FLJDUHWWH 6PRNH IURP WKH EXUQLQJ FLJDUHWWH ZKHQ LW LV QRW DFWXDOO\ EHLQJ VPRNHG
LV UHIHUUHG WR DV VLGH VWUHDP VPRNH 7KH VPRNH LQKDOHG E\ WKH VPRNHU LV UHIHUUHG WR DV
PDLQ VWUHDP VPRNH 7KH ORZHU KHDW DW ZKLFK WKH UHVWLQJ FLJDUHWWH EXUQV HQVXUHV D OHVVHU
FRPEXVWLRQ RI WKH SURGXFW DQG WKLV LQ WXUQ GHOLYHUV KLJKHU OHYHOV RI JDVHRXV FDUFLQRJHQV
DQG VPDOOHU VL]HG SDUWLFXODWH PDWWHU 7KLV VPRNH LV WKHQ LQKDOHG ZLWKRXW WKH EHQHILW RI D
ILOWHU )RU WKHVH UHDVRQV VLGH VWUHDP VPRNH LV PRUH WR[LF WKDQ PDLQVWUHDP VPRNH
1LFRWLQH %XUQLQJ WREDFFR UHOHDVHV QLFRWLQH ZKLFK LV WKH SKDUPDFHXWLFDOO\ DFWLYH
LQJUHGLHQW WKDW SURYLGHV WKH GHVLUHG SK\VLRORJLFDO HIIHFWV 7KH :RUOG +HDOWK 2UJDQLVDWLRQ
KDV FODVVLILHG VPRNLQJ DV DQ DGGLFWLRQ  $OVR WKH  86 6XUJHRQ *HQHUDO
V 5HSRUW
FRQFOXGHG WKDW
&LJDUHWWHV DQG RWKHU IRUPV RI WREDFFR XVH DUH DGGLFWLQJ 3DWWHUQV RI WREDFFR XVH DUH
UHJXODU DQG FRPSXOVLYH DQG D ZLWKGUDZDO V\QGURPH XVXDOO\ DFFRPSDQLHV WREDFFR
3J 

7REDFFR GHSHQGHQFH V\QGURPH &ODVVLILFDWLRQ ) LQ WKH ,QWHUQDWLRQDO &ODVVLILFDWLRQ RI 'LVHDVHV 7HQWK 5HYLVLRQ

'DYLG D .HVVOHU 0' &RPPLVVLRQHU RI )RRG DQG 'UXJV RQ 7KH &RQWURO DQG 0DQLSXODWLRQ RI 1LFRWLQH LQ &LJDUHWWHV EHIRUH WKH
6XE&RPPLWWHH RQ +HDOWK DQG WKH (QYLURQPHQW &RPPLWWHH RQ (QHUJ DQG &RPPHUFH 86 +RXVH RI 5HSUHVHQWDWLYHV -XQH 

DEVWLQHQFH 7KH SKDUPDFRORJLFDO DQG EHKDYLRXUDO SURFHVVHV WKDW GHWHUPLQH WREDFFR
DGGLFWLRQ DUH VLPLODU WR WKRVH WKDW GHWHUPLQH DGGLFWLRQ WR GUXJV VXFK DV KHURLQ DQG
FRFDLQH
1LFRWLQH KDV HIIHFWV RQ EUDLQ GRSDPLQH UHZDUG V\VWHPV VLPLODU WR WKRVH RI GUXJV VXFK DV
KHURLQ DPSKHWDPLQH DQG FRFDLQH $FFRUGLQJ WR WKH :RUOG +HDOWK 2UJDQLVDWLRQ LQ D
UDQNLQJ RI WKH DGGLFWLYHQHVV RI SV\FKRDFWLYH GUXJV QLFRWLQH ZDV GHWHUPLQHG WR EH PRUH
DGGLFWLYH WKDQ KHURLQ FRFDLQH DOFRKRO FDIIHLQH DQG PDULMXDQD 7KH SKDUPDFRORJLFDO
DFWLRQV RI QLFRWLQH DUH SUHGRPLQDQWO\ VWLPXODQW ZLWK HIIHFWV RQ HOHFWURFRUWLFDO DFWLYDWLRQ
WKH KHDUW DQG HQGRFULQH V\VWHPV 7KH QLFRWLQH UHFHLYHG LQ WKH ERG\ WKURXJK FLJDUHWWH
VPRNLQJ DIIHFWV QHDUO\ DOO EUDLQ QHXURWUDQVPLWWHUV DQG QHXURHQGRFULQH V\VWHPV &KURQLF
H[SRVXUH WR QLFRWLQH WKURXJK FLJDUHWWHV FDXVHV VWUXFWXUDO FKDQJHV LQ WKH EUDLQ E\
LQFUHDVLQJ WKH QXPEHU RI QLFRWLQLF UHFHSWRUV
2WKHU 7R[LQV 7KH PDLQ FKHPLFDO FRQVWLWXHQWV RI WREDFFR VPRNH KDYH EHHQ LGHQWLILHG
7KH PRUH FRPPRQO\ NQRZQ FDUFLQRJHQV DUH $PPRQLD %HQ]HQH %HQ]R>D@S\UHQH
&DGPLXP &DUERQ 0RQR[LGH )RUPDOGHK\GH +\GURJHQ &\DQLGH /HDG 0HUFXU\
$SSHQGL[ % SURYLGHV D PRUH GHWDLOHG OLVW RI WKHVH FKHPLFDOV DQG RWKHU FKHPLFDOV IRXQG
LQ WREDFFR VPRNH WRJHWKHU ZLWK D EULHI QRWH RQ WKH WKUHDW WR KXPDQ KHDOWK SRVHG E\ WKHP
&LJDUHWWH VPRNH DOVR FRQWDLQV KLJK TXDQWLWLHV RI &2 &DUERQ 'LR[LGH ZKLFK FDXVHV
KHDUW GLVHDVHV
/LJKW FLJDUHWWHV 0DQ\ VPRNHUV EHOLHYH WKDW 
OLJKW
 RU ORZ WDU FLJDUHWWHV DUH VDIHU
WKDQ UHJXODU FLJDUHWWHV DQG WKDW E\ VPRNLQJ 
OLJKW
 FLJDUHWWHV WKH\ ZLOO LQKDOH IHZHU FDQFHU
FDXVLQJ FKHPLFDOV RU OHVV QLFRWLQH 6PRNLQJ WHVWV FRQGXFWHG RQ EHKDOI RI WKH *RYHUQPHQW
RI %ULWLVK &ROXPELD KDYH VKRZQ WKDW WKLV LV LQFRUUHFW 7HVWV VKRZ OLWWOH GLIIHUHQFH LQ
FDUFLQRJHQLF VXEVWDQFHV LQ OLJKW DQG UHJXODU FLJDUHWWHV
0LVOHDGLQJ ODEHOV 7KH YDOXHV RQ FLJDUHWWH SDFNDJHV IRU WDU QLFRWLQH DQG FDUERQ PRQR[
LGH FDQ EH PXFK ORZHU WKDQ WKRVH LQKDOHG E\ VPRNHUV 7KDW LV EHFDXVH WKH ODEHO YDOXHV DUH
EDVHG RQ D PHDVXULQJ V\VWHP GHYHORSHG VRPH GHFDGHV DJR E\ WKH ,QWHUQDWLRQDO 6WDQGDUG
2UJDQL]DWLRQ ,62 ZKLFK KDV QRW EHHQ FKDQJHG LQ UHVSRQVH WR WKH QHZ W\SHV RI
FLJDUHWWHV RQ WKH PDUNHW 0DQ\ FLJDUHWWHV DUH QRZ PDGH ZLWK WLQ\ KROHV DURXQG WKH ILOWHU
ZKLFK DOORZ H[WUD DLU WR PL[ ZLWK FLJDUHWWH VPRNH DQG JLYH ORZHU WDU DQG QLFRWLQH UHDGLQJV
RQ D VPRNLQJ PDFKLQH 2Q VRPH FLJDUHWWHV WKHVH KROHV DUH YLVLEOH WR WKH KXPDQ H\H RQ
RWKHUV WKH\ DUH LPSRVVLEOH WR VHH 0RVW µOLJKW¶ FLJDUHWWHV KDYH WKHVH GLOXWLRQ KROHV
6PRNLQJ PDFKLQHV GRQ
W EORFN WKH YHQWLODWLRQ KROHV DQG VR WKH VPRNH WKH\ PHDVXUH LV
KLJKO\ GLOXWHG ZLWK DLU 7KLV LV QRW WUXH IRU VPRNHUV ,W LV GLIILFXOW IRU VPRNHUV WR DYRLG
FRYHULQJ XS WKH YHQWKROHV ZLWK WKHLU ILQJHUV ZKHQ KROGLQJ WKH FLJDUHWWH LQ WKH QRUPDO
PDQQHU
&LJDUV 6PRNLQJ FLJDUV LV MXVW DV GDQJHURXV DV VPRNLQJ FLJDUHWWHV &RPSDUHG WR D
FLJDUHWWH RQH FLJDU KDV  WLPHV DV PXFK DPPRQLD DQG ILYH WR WLPHV PRUH FDGPLXP
3J 

7KH 1DWLRQDO &DQFHU ,QVWLWXWH 86$ $SULO 5HSRUW 

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%ULWLVK &ROXPELD 0LQLVWU\ RI +HDOWK &DQDGLDQ &RXQFLO IRU 7REDFFR &RQWURO

KWWSZZZZKRLQWWRKZRUOGQRWREDFFRHQJOLVKDGGLFWLRQKWP
7REDFFR XVHG LQ FLJDUV LV DJHG DQG IHUPHQWHG ZKLFK LQFUHDVHV LWV FRQFHQWUDWLRQ RI QLWUDWH
FRPSRXQGV 7KH EXUQLQJ SURFHVV DOVR LV GLIIHUHQW SXWWLQJ PRUH WR[LF FKHPLFDOV LQWR FLJDU
VPRNH &LJDUV FDXVH D ZLGH YDULHW\ RI FDQFHUV RI WKH WKURDW PRXWK DQG OXQJV DV ZHOO DV
KHDUW GLVHDVH 7KHUH DOVR LV HYLGHQFH WKDW FLJDU VPRNLQJ LV OLQNHG WR FDQFHU RI WKH
SDQFUHDV &LJDU VPRNHUV ZKR KDYH QHYHU XVHG FLJDUHWWHV WHQG QRW WR LQKDOH 7KH VPRNH RI
PRVW FLJDUV KDV DQ DONDOLQH SK DQG DV D UHVXOW QLFRWLQH FRQWDLQHG LQ WKH VPRNH FDQ EH
DEVRUEHG PRUH UHDGLO\ E\ WKH RUDO PXFRVD &LJDUHWWH VPRNHUV ZKR WXUQ WR FLJDUV WHQG WR
LQKDOH DQG VR HIIHFW QR ULVN UHGXFWLRQ ZKLFK UHPDLQV SURSRUWLRQDWH WR WKHLU OHYHO RI
VPRNLQJ 7KLV YLHZ LV VXSSRUWHG E\ WKH :+2 DQG E\ WKH ,QWHUQDWLRQDO $JHQF\ )RU
5HVHDUFK 2Q &DQFHU ,$5& ,Q JHQHUDO WKH ORZHU UDWHV RI OXQJ FDQFHU DPRQJ FLJDU DQG
SLSH VPRNHUV DUH DWWULEXWDEOH WR WKH IDFW WKDW WKH\ FRQVXPH OHVV WREDFFR RQ DYHUDJH WKDQ
FLJDUHWWH VPRNHUV DQG QRW EHFDXVH FLJDUV DQG SLSH WREDFFR DUH OHVV KDUPIXO
6XPPDU\
&LJDUHWWHV WKH PRVW FRPPRQ IRUP RI WREDFFR SURGXFW DUH PDGH IURP WREDFFR
UHFRQVWLWXWHG WREDFFR JHQHWLFDOO\ PRGLILHG WREDFFR DQG YDULRXV FKHPLFDO DGGLWLYHV
7REDFFR IDUPLQJ LV ODERXU LQWHQVLYH DQG H[SHQVLYH &LJDUHWWHV DUH PDVV SURGXFHG DQG
KDYH D QXPEHU RI GLIIHUHQW FKHPLFDOV DGGHG GXULQJ PDQXIDFWXULQJ VRPH RI ZKLFK DUH
FDUFLQRJHQLF 7REDFFR FRQWDLQV QLFRWLQH ZKLFK LV D KLJKO\ DGGLFWLYH GUXJ 7KH VPRNH
IURP FLJDUHWWHV FRQWDLQV PDQ\ ZHOO NQRZQ FDUFLQRJHQLF DJHQWV /LJKW FLJDUHWWHV DUH QRW
VDIHU WKDQ RUGLQDU\ FLJDUHWWHV ,Q JHQHUDO VZLWFKLQJ WR FLJDUV RU SLSHV RIIHUV QR UHGXFWLRQ
LQ ULVN IRU FLJDUHWWH VPRNHUV
3J 
&KDSWHU  +HDOWK (IIHFWV RI 6PRNLQJ
%DFNJURXQG
7REDFFR ZDV ILUVW XVHG E\ QDWLYH $PHULFDQV ZKR FXOWLYDWHG WKH SODQW DQG VPRNHG LW LQ
SLSHV IRU PHGLFLQDO DQG FHUHPRQLDO SXUSRVHV ,W ZDV RQH RI WKH SURGXFWV EURXJKW EDFN WR
(XURSH E\ &KULVWRSKHU &ROXPEXV WKRXJK LW ZDV QRW XQWLO WKH PLGWK FHQWXU\ WKDW
WREDFFR XVH EHFDPH ZLGHVSUHDG 9LUJLQLD EHFDPH WKH ILUVW 86 WREDFFR 6WDWH DQG E\ WKH
PLG WK FHQWXU\ WREDFFR ZDV LWV ODUJHVW H[SRUW 7REDFFR ZDV D ODERXU LQWHQVLYH FURS DQG
WKLV IXHOOHG WKH GHPDQG IRU VODYH ODERXU RYHU WKH QH[W WZR FHQWXULHV
7KH LQWURGXFWLRQ RI WREDFFR WR (XURSHDQ VRFLHW\ ZDV FRQWURYHUVLDO ZLWK PDQ\ RSSRQHQWV
HYHQ WKHQ FRQWHQGLQJ WKDW WREDFFR VPRNH ZDV GDQJHURXV DQG HYLO +RZHYHU GHVSLWH
QXPHURXV HIIRUWV WR FXUWDLO RU SURKLELW WREDFFR XVH RYHU WKH FHQWXULHV VPRNLQJ EHFDPH
ERWK IDVKLRQDEOH DQG FRPPRQSODFH ,Q IDFW LQ WKH HDUOLHU \HDUV VRPH SK\VLFLDQV
DGYRFDWHG LWV XVH LQ WKH EHOLHI WKDW WREDFFR KDG EHQHILFLDO HIIHFWV
$W ILUVW WREDFFR ZDV SURGXFHG PDLQO\ IRU SLSHVPRNLQJ FKHZLQJ DQG VQXII &LJDUV GLGQ
W
EHFRPH SRSXODU XQWLO WKH HDUO\ V &LJDUHWWHV ZKLFK KDG EHHQ DURXQG LQ FUXGH IRUP
VLQFH WKH HDUO\ V EHFRPH SRSXODU LQ WKH 8QLWHG 6WDWHV DIWHU WKH &LYLO :DU ZLWK WKH
VSUHDG RI %ULJKW WREDFFR D XQLTXHO\ FXUHG \HOORZ OHDI JURZQ LQ 9LUJLQLD DQG 1RUWK
&DUROLQD &LJDUHWWH VDOHV VXUJHG DJDLQ ZLWK WKH LQWURGXFWLRQ RI WKH :KLWH %XUOH\ WREDFFR
OHDI DQG WKH LQYHQWLRQ RI WKH ILUVW SUDFWLFDO FLJDUHWWHPDNLQJ PDFKLQH VSRQVRUHG E\ -DPHV
%XFKDQDQ 'XNH LQ WKH ODWH V %\ WKH ILUVW TXDUWHU RI WKLV FHQWXU\ WKHUH ZDV
ZLGHVSUHDG PDVV SURGXFWLRQ RI FLJDUHWWHV DQG WKH DJJUHVVLYH PDUNHWLQJ WKDW FKDUDFWHULVHV
WKH LQGXVWU\ WRGD\ ZDV HYLGHQW
7KH PHGLFDO FRPPXQLW\ EHJDQ WR REVHUYH VLJQLILFDQW LQFUHDVHV LQ ZKDW DUH QRZ NQRZQ WR
EH WREDFFR UHODWHG GLVHDVHV 7KH WREDFFR HSLGHPLF KDG EHJXQ
0DLQ 6WUHDP 6PRNH
%\ WKH HDUO\ WK FHQWXU\ ZLWK WKH JURZWK LQ FLJDUHWWH VPRNLQJ DUWLFOHV DGGUHVVLQJ WKH
KHDOWK HIIHFWV RI VPRNLQJ EHJDQ WR DSSHDU LQ VFLHQWLILF DQG PHGLFDO MRXUQDOV ,Q 
UHVHDUFKHUV LQ &RORJQH *HUPDQ\ HVWDEOLVKHG D VWDWLVWLFDO FRUUHODWLRQ EHWZHHQ FDQFHU DQG
VPRNLQJ (LJKW \HDUV ODWHU 'U 5D\PRQG 3HDUO RI -RKQV +RSNLQV 8QLYHUVLW\ UHSRUWHG WKDW
VPRNHUV GR QRW OLYH DV ORQJ DV QRQVPRNHUV %\  WKH $PHULFDQ &DQFHU 6RFLHW\
EHJDQ WR ZDUQ DERXW SRVVLEOH LOO HIIHFWV RI VPRNLQJ
'HVSLWH WKH JURZLQJ VFLHQWLILF HYLGHQFH SXEOLF FRQVFLRXVQHVV RI WKH KDUPIXO HIIHFWV RI
WREDFFR UHPDLQHG ORZ 7KDW FKDQJHG LQ  ZKHQ WKH 5HDGHU
V 'LJHVW SXEOLVKHG DQ
DUWLFOH HQWLWOHG &DQFHU E\ WKH &DUWRQ 7KH HIIHFW RI WKH DUWLFOH RQ SRSXODU RSLQLRQ ZDV
HQRUPRXV 6LPLODU UHSRUWV EHJDQ DSSHDULQJ LQ RWKHU SHULRGLFDOV DQG WKH VPRNLQJ SXEOLF
EHJDQ WR WDNH QRWLFH 7KH WREDFFR LQGXVWU\ UHVSRQGHG DQG E\  WKH\ KDG IRUPHG WKH
7REDFFR ,QGXVWU\ 5HVHDUFK &RXQFLO 7,5& WR FRXQWHU WKH JURZLQJ KHDOWK FRQFHUQV :LWK
VXSSRUW IURP WKH 7,5& WREDFFR FRPSDQLHV EHJDQ PDVVPDUNHWLQJ ILOWHUHG FLJDUHWWHV DQG
3J 
ORZWDU IRUPXODWLRQV WKDW SURPLVHG D KHDOWKLHU VPRNH 7KH SXEOLF DFFHSWHG WKLV UHDVVXU
DQFH DQG VRRQ VDOHV UHFRYHUHG
,Q  WKH 86 6XUJHRQ *HQHUDO UHOHDVHG D UHSRUW HQWLWOHG 6PRNLQJ DQG +HDOWK ,W
FRQFOXGHG WKDW FLJDUHWWH VPRNLQJ LV FDXVDOO\ UHODWHG WR OXQJ FDQFHU LQ PHQ ,W VDLG WKDW
WKH GDWD IRU ZRPHQ WKRXJK OHVV H[WHQVLYH SRLQW LQ WKH VDPH GLUHFWLRQ 7KH UHSRUW QRWHG
WKDW WKH DYHUDJH VPRNHU LV QLQH WR WHQ WLPHV PRUH OLNHO\ WR JHW OXQJ FDQFHU WKDQ WKH
DYHUDJH QRQVPRNHU DQG FLWHG VSHFLILF FDUFLQRJHQV LQ FLJDUHWWH VPRNH LQFOXGLQJ
FDGPLXP ''7 DQG DUVHQLF
([WHQVLYH PHGLFDO HSLGHPLRORJLFDO DQG RWKHU UHVHDUFK VLQFH WKHQ KDV UHLQIRUFHG WKH
FRQFOXVLRQ WKDW VPRNLQJ FDXVHV FKURQLF REVWUXFWLYH SXOPRQDU\ GLVHDVH FDUGLRYDVFXODU
GLVHDVHV VHYHUDO IRUPV RI FDQFHU DQG LV LPSOLFDWHG LQ D YDULHW\ RI RWKHU GLVHDVHV
&KURQLF 2EVWUXFWLYH 3XOPRQDU\ 'LVHDVH &23' LQ WKH IRUP RI FKURQLF EURQFKLWLV DQG
HPSK\VHPD LV D PDMRU FDXVH RI GLVDELOLW\ DQG SUHPDWXUH GHDWK $ERXW WKUHHTXDUWHUV RI
GHDWKV IURP WKLV GLVHDVH DUH DWWULEXWDEOH WR VPRNLQJ
&DUGLRYDVFXODU GLVHDVHV LQFOXGH FRURQDU\ DUWHU\ GLVHDVH DQG KHDUW DWWDFNV DRUWLF
DQHXU\VPV ZKLFK FDQ OHDG WR VXGGHQ GHDWK FDURWLG DUWHU\ GLVHDVH ZKLFK FDQ OHDG WR
VWURNHV DQG SHULSKHUDO YDVFXODU GLVHDVH ZKLFK LQ WKH ORZHU OLPEV FDQ OHDG WR VHYHUH SDLQ
LQ WKH OHJ RQ ZDONLQJ DQG PD\ QHFHVVLWDWH DPSXWDWLRQ 5HFHQW GDWD VKRZ WKDW VPRNLQJ
FDXVHV PRUH UDSLG H[SDQVLRQ RI DRUWLF DQHXU\VP
6PRNLQJ FDXVHV LQFUHDVHG ULVN RI FDQFHUV LQ VHYHUDO VLWHV SUHHPLQHQWO\ WKH OXQJ EXW DOVR
VHYHUDO RWKHUV VXFK DV WKH RUDO FDYLW\ SKDU\Q[ ODU\Q[ RHVRSKDJXV SDQFUHDV DQG EODGGHU
7KH OLVW RI RWKHU GLVHDVHV NQRZQ WR EH DVVRFLDWHG ZLWK VPRNLQJ LQFOXGHV FDWDUDFWV KLS
IUDFWXUH RVWHRSRURVLV DQG SHULRGRQWDO GLVHDVH
3J 
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6&27+ 5HSRUW WR WKH 'HSDUWPHQW RI +HDOWK 8.

6PRNLQJ DQG +HDOWK 5HSRUW RI WKH $GYLVRU\ &RPPLWWHH WR WKH 6XUJHRQ *HQHUDO RI WKH 3XEOLF +HDOWK 6HUYLFH
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ $ 3XEOLF +HDOWK 6HUYLFH 5HYLHZ
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  6XSSOHPHQW WR WKH  3XEOLF +HDOWK 6HUYLFH 5HYLHZ
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  6XSSOHPHQW WR WKH  3XEOLF +HDOWK 6HUYLFH 5HYLHZ  7KH +HDOWK
&RQVHTXHQFHV RI 6PRNLQJ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ 
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ 
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ 
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ 6HOHFWHG &KDSWHUV IURP  WKURXJK  5HSRUWV
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ 
 6PRNLQJ DQG +HDOWK $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ IRU :RPHQ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  7KH &KDQJLQJ &LJDUHWWH $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  &DQFHU $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  &DUGLRYDVFXODU 'LVHDVH $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  &KURQLF 2EVWUXFWLYH /XQJ 'LVHDVH $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  &DQFHU DQG &KURQLF /XQJ 'LVHDVH LQ WKH :RUNSODFH $ 5HSRUW RI WKH 6XUJHRQ
*HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI ,QYROXQWDU\ 6PRNLQJ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ  1LFRWLQH $GGLFWLRQ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 5HGXFLQJ WKH +HDOWK &RQVHTXHQFHV RI 6PRNLQJ   <HDUV RI 3URJUHVV $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 7KH +HDOWK %HQHILWV RI 6PRNLQJ &HVVDWLRQ $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 6PRNLQJ LQ WKH $PHULFDV $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
 3UHYHQWLQJ 7REDFFR 8VH $PRQJ <RXQJ 3HRSOH $ 5HSRUW RI WKH 6XUJHRQ *HQHUDO
(QYLURQPHQWDO 7REDFFR 6PRNH (76
7KH LQKDODWLRQ RI HQYLURQPHQWDO WREDFFR VPRNH VRPHWLPHV UHIHUUHG WR DV SDVVLYH
VPRNLQJ LV D ULVN LQ WKH IROORZLQJ DUHDV 
/XQJ &DQFHU DQG +HDUW 'LVHDVH ([SRVXUH WR HQYLURQPHQWDO WREDFFR VPRNH LV LQ
LWVHOI D FDXVH RI OXQJ FDQFHU DQG LQ WKRVH ZLWK ORQJ WHUP H[SRVXUH WKH LQFUHDVHG ULVN
LV UHSRUWHG WR EH LQ WKH RUGHU RI  ([SRVXUH WR HQYLURQPHQWDO WREDFFR VPRNH LV
D FDXVH RI LVFKDHPLF KHDUW GLVHDVH DQG LQ WKLV UHVSHFW DORQH UHSUHVHQWV D VXEVWDQWLDO
SXEOLF KHDOWK KD]DUG
6PRNLQJ DQG ,QIDQWV 6PRNLQJ LQ WKH SUHVHQFH RI LQIDQWV DQG FKLOGUHQ LV D FDXVH RI
UHVSLUDWRU\ LOOQHVV DQG DVWKPDWLF DWWDFNV 0LGGOH HDU GLVHDVH LQ FKLOGUHQ LV DOVR OLQNHG
WR HQYLURQPHQWDO WREDFFR VPRNH
0DWHUQDO 6PRNLQJ 6PRNLQJ LQ SUHJQDQF\ FDXVHV DGYHUVH RXWFRPHV QRWDEO\
PLVFDUULDJH UHGXFHG ELUWK ZHLJKW IRU JHVWDWLRQ DQG SHULQDWDO GHDWK DQG 6XGGHQ ,QIDQW
'HDWK FRW GHDWKV $ UHFHQW VWXG\  RIIHUV HYLGHQFH WKDW IRHWXVHV RI ZRPHQ ZKR
VPRNH PHWDEROLVH FDQFHUFDXVLQJ DJHQWV FRQWDLQHG LQ WREDFFR 7KH VWXG\ H[DPLQHG
WKH ILUVW XULQH SURGXFHG E\  *HUPDQ QHZERUQV :LWK WKH VDPH HTXLSPHQW XVHG WR
FRQGXFW VRSKLVWLFDWHG GUXJ WHVWV RQ DWKOHWHV VFLHQWLVWV VHDUFKHG IRU WUDFHV RI WKH
FKHPLFDO 11. QLFRWLQHGHULYHG QLWURVDPLQRNHWRQH RQH RI WKH VWURQJHVW
FDQFHUFDXVLQJ DJHQWV IRXQG LQ DOO W\SHV RI WREDFFR SURGXFWV :KLOH UHVHDUFKHUV IRXQG
QR WUDFHV RI 11. LQ QHZERUQV RI QRQVPRNHUV WKH\ GHWHFWHG WKH FDUFLQRJHQ LQ  RI
 QHZERUQV RI PRWKHUV ZKR VPRNHG GXULQJ SUHJQDQF\
&RW 'HDWKV :KHUH SDUHQWV FRQWLQXH WR VPRNH DIWHU SUHJQDQF\ WKHUH LV DQ LQFUHDVHG
UDWH RI VXGGHQ LQIDQW GHDWK V\QGURPH 7KH QLFRWLQH LV EHOLHYHG WR FDXVH WKH EDELHV

EUHDWKLQJ DQG SXOVH WR ZHDNHQ &RW GHDWKV DUH QRZ WKH PDLQ FDXVH RI SRVWQHRQDWDO
GHDWK LQ WKH ILUVW \HDU RI OLIH
2WKHU 8VHV IRU 7REDFFR
&HUWDLQ GLVHDVHV KDYH EHHQ LGHQWLILHG ZKHUH QLFRWLQH XVH LV DOOHJHG WR RIIHU D SURWHFWLYH
HIIHFW +RZHYHU VPRNLQJ WREDFFR LQ SXUVXLW RI WKHVH DOOHJHG KHDOWK EHQHILWV FUHDWHV D
JUHDWHU ULVN RI RWKHU GLVHDVHV
7REDFFR LV D YHU\ XVHIXO SHVWLFLGH DQG FHUWDLQ YDULHWLHV DUH JURZQ DV GHFRUDWLYH SODQWV ,W
KDV QR RWKHU NQRZQ XVHV DSDUW IURP VPRNLQJ
3J 

6WXG\ E\ 3URIHVVRU 6WHSKHQ 6 +HFKW 8QLYHUVLW\ RI 0LQQHVRWD 6VSRQVRUHG E\ WKH 1DWLRQDO &DQFHU ,QVWLWXWH

D ,QWHUQDWLRQDO &RQVXOWDWLRQ RQ (QYLURQPHQWDO 7REDFFR 6PRNH (76 DQG &KLOG +HDOWK -DQ   :+2
E $XVWUDOLDQ +HDOWK DQG 0HGLFDO 5HVHDUFK &RXQFLO 7KH +HDOWK (IIHFWV RI 3DVVLYH 6PRNLQJ
F &DOLIRUQLD (QYLURQPHQW 3URWHFWLRQ $JHQF\ 2IILFH RI (QYLURQPHQWDO KHDOWK KD]DUG $VVHVVPHQW +HDOWK HIIHFWV RI H[SRVXUH WR
(QYLURQPHQWDO 7REDFFR VPRNH
G 86 (3$  5HVSLUDWRU\ +HDOWK (IIHFWV RI 3DVVLYH 6PRNLQJ /XQJ &DQFHU DQG 2WKHU GLVRUGHUV (3$I 'HF





$GYDQWDJHV IRU 6PRNHUV :KR 4XLW
6PRNLQJ LV D QRWRULRXVO\ GLIILFXOW DGGLFWLRQ WR EUHDN DQG YHU\ IHZ VPRNHUV TXLW
VXFFHVVIXOO\ ZLWKRXW PDNLQJ VHYHUDO VHULRXV DWWHPSWV 7KH FKDQFHV RI VXFFHHGLQJ LQ D
VLQJOH XQDLGHG TXLW DWWHPSW DUH UDWHG DV QR EHWWHU WKDQ DERXW  LQ  5HVHDUFKHUV KDYH
IRXQG WKDW WKH NH\ FOLQLFDO REVHUYDWLRQ LQ VPRNLQJ FHVVDWLRQ LV WKDW DWWHPSWV DUH F\FOLFDO
VR WKDW VPRNHUV ZKR TXLW DUH DW ULVN RI UHODSVH $Q H[DPSOH RI D SRSXODWLRQ DW KLJK ULVN RI
UHODSVH DUH SRVWSDUWXP ZRPHQ ZKR KDYH TXLW VPRNLQJ GXULQJ SUHJQDQF\ 2QFH WKH EDE\
WKH PRWLYDWLQJ IDFWRU KDV EHHQ ERUQ WKH PRWLYDWLRQ WR UHPDLQ RII WKH FLJDUHWWHV ZKLOH
GHDOLQJ ZLWK WKH LQFUHDVHG VWUHVV OHYHOV DVVRFLDWHG ZLWK QHZERUQ LQIDQWV LV JUHDWO\
GLPLQLVKHG ,W LV LPSRUWDQW WR UHDOLVH WKDW VPRNHUV RIWHQ PXVW PDNH WKUHH RU IRXU FHVVDWLRQ
DWWHPSWV LQ RUGHU WR VXFFHVVIXOO\ VWRS VPRNLQJ
7KH UHZDUGV IRU WKRVH ZKR TXLW DUH VLJQLILFDQW

%XUQVLGH * 6SLHUV $ :LQFNOHV : +HOS 6PRNHUV 4XLW .LW 8OVWHU &DQFHU )RXQGDWLRQ 1RUWKHUQ ,UHODQG
5LVN RI VXGGHQ KHDUW DWWDFN DQG VWURNHV EHFRPHV DOPRVW WKH
VDPH DV D QRQ VPRNHU ULVN RI FDQFHU GURSV VLJQLILFDQWO\
:LWKLQ  <HDUV
/XQJ FDQFHU GHDWK UDWH IRU WKH DYHUDJH VPRNHU GHFUHDVHV
QHDUO\ 
$IWHU  <HDUV
5LVN RI VXGGHQ GHDWK IURP KHDUW DWWDFN LV DOPRVW FXW LQ KDOI$IWHU  <HDU
/XQJV EHFRPH PRUH KHDOWK\ \RX EUHDWKH PRUH HDVLO\ \RX
JHW OHVV FROGV
$IWHU  0RQWKV
%ORRG IORZV PRUH HDVLO\ WR DUPV DQG OHJV
OXQJ IXQFWLRQ LQFUHDVHV XS WR 
:LWKLQ  0RQWKV
0XFXV LQ WKH OXQJV ORRVHQV
OXQJ IXQFWLRQ DQG FLUFXODWLRQ LPSURYHV
:LWKLQ  :HHNV
%UHDWKLQJ JHWV HDVLHU DV EURQFKLDO WXEHV UHOD[
OXQJ FDSDFLW\ LQFUHDVHV
:LWKLQ  +RXUV
$ELOLW\ WR VPHOO DQG WDVWH LPSURYHV:LWKLQ  +RXUV
5LVN RI KHDUW DWWDFN GHFUHDVHV:LWKLQ  +RXUV
&DUERQ 0RQR[LGH OHYHOV LQ WKH EORRG UHWXUQ WR QRUPDO:LWKLQ  +RXUV
%ORRG SUHVVXUH GURSV SXOVH UDWHV GURSV WR QRUPDO
ERG\ WHPSHUDWXUH RI KDQGV DQG IHHW UHWXUQ WR QRUPDO
:LWKLQ  0LQXWHV
7DEOH   %HQHILWV IRU 7KRVH :KR 4XLW 6PRNLQJ
6XPPDU\
7REDFFR XVH ZDV HVWDEOLVKHG LQ RXU VRFLHW\ EHIRUH ZH EHFDPH DZDUH RI LWV KDUPIXO HIIHFWV
7REDFFR VPRNH FDXVHV PDQ\ GLVHDVHV LQFOXGLQJ OXQJ GLVHDVH FDQFHU DQG FDUGLRYDVFXODU
GLVHDVH (QYLURQPHQWDO WREDFFR VPRNH LV IXUWKHU LPSOLFDWHG LQ RWKHU LOOQHVV VXFK DV FRW
GHDWK ,W LV H[WUHPHO\ GLIILFXOW WR EUHDN WKH VPRNLQJ DGGLFWLRQ EXW WKH UHZDUGV DUH VLJQLIL
FDQW DQG LPPHGLDWH IRU WKRVH ZKR VXFFHHG
3J 
&KDSWHU  7KH 7REDFFR ,QGXVWU\
2ZQHUVKLS
7KHUH DUH WKRXJKW WR EH DSSUR[LPDWHO\  PDMRU WREDFFR FRPSDQLHV TXRWHG RQ YDULRXV
VWRFN H[FKDQJHV ZRUOGZLGH ,Q DGGLWLRQ WKHUH DUH LQQXPHUDEOH SULYDWH FRPSDQLHV 7KH
LQGXVWU\ KDV GLYHUVLILHG H[WHQVLYHO\ LQWR IRRG SURGXFWV DQG RWKHU QRQ WREDFFR DUHDV 7KH
ZRUOG PDUNHW WHQGV WR EH GRPLQDWHG E\ D VPDOO QXPEHU RI FRPSDQLHV
3KLOLS 0RUULV LV WKH ZRUOG
V ODUJHVW WREDFFR EXVLQHVV LW FRQWUROV DERXW KDOI RI WKH 86
WREDFFR PDUNHW DQG WKH 0DUOERUR QDPH LV RQH RI WKH ZRUOG
V WZR PRVW YDOXDEOH EUDQGV
7KH FRPSDQ\ DOVR PDNHV VXFK EUDQGV DV 9LUJLQLD 6OLPV %HQVRQ 	 +HGJHV DQG 3DUOLD
PHQW 7KH WREDFFR GLYLVLRQ LQ  VKRZHG DQ  DQQXDO VDOHV JURZWK ZLWK VDOHV
H[FHHGLQJ  ELOOLRQ
%ULWLVK $PHULFDQ 7REDFFR %$7 ZDV IRUPHG DV SDUW RI WKH UHRUJDQLVDWLRQ RI %ULWLVK
$PHULFDQ 7REDFFR ,QGXVWULHV 7KH ZRUOG
V 1XPEHU  WREDFFR FRPSDQ\ EHKLQG 3KLOLS
0RUULV %$7 VHOOV PRUH WKDQ  EUDQGV RI FLJDUHWWHV LQ PRUH WKDQ  PDUNHWV ,QWHUQD
WLRQDO EUDQGV LQFOXGH .HQW %HQVRQ 	 +HGJHV DQG /XFN\ 6WULNH ,W LV FXUUHQWO\ DFTXLULQJ
5RWKPDQV ZKR PDNH DQG GLVWULEXWHV FLJDUHWWHV XQGHU WKH 5RWKPDQV DQG &UDYHQ $
EUDQGV DV ZHOO DV %HOYHGHUH 1XPEHU  0DUN 7HQ 9LVFRXQW DQG 5RFNSRUW 5RWKPDQV
DOVR GLVWULEXWHV 6DLO SLSH WREDFFR DQG SURGXFHV &DSWDLQ %ODFN FLJDUV
5- 5H\QROGV 7REDFFR &RPSDQ\ &DPHO EUDQG LV D VXEVLGLDU\ RI 5-5 1DELVFR ,QF ,W
KDG DERXW  ELOOLRQ LQ VDOHV LQ  ZLWK D RQH\HDU VDOHV JURZWK UDWH RI  5-5
1DELVFR +ROGLQJV ZLOO VKRUWO\ EH UHQDPHG 1DELVFR *URXS +ROGLQJV ZKLOH 5-5 1DELVFRV
WREDFFR VXEVLGLDU\ ZLOO EH VSXQ RII WR VKDUHKROGHUV DQG ZLOO EH UHQDPHG 5- 5H\QROGV
7REDFFR
*DOODKHUV LV WKH ODUJHVW 8. FLJDUHWWH FRPSDQ\ ZLWK D ZRUOGZLGH PDUNHW ,WV EUDQGV
LQFOXGH %HQVRQ DQG +HGJHV 6LON &XW %HUNHOH\ 6XSHUNLQJV DQG %HQVRQ DQG +HGJHV
6XSHUNLQJV 0D\IDLU DQG 6RYHUHLJQ *DOODKHU LV FXUUHQWO\ EX\LQJ WKH 5-5 1DELVFR
V 8.
XQLW *DOODKHU DOVR PDNHV FLJDUV +DPOHW KDQGUROOLQJ WREDFFR DQG SLSH WREDFFR
)RUWXQH %UDQGV IRUPHUO\ $PHULFDQ %UDQGV VHSDUDWHG *DOODKHUV IURP LWV RWKHU EXVLQHVV
LQ 
,PSHULDO 7REDFFR *URXS LV WKH VHFRQG ELJJHVW FLJDUHWWH PDNHU LQ WKH 8. MXVW EHKLQG
*DOODKHU *URXS ,WV EUDQGV LQFOXGH SUHPLXP (PEDVV\ DQG 5HJDO 6XSHUNLQJV DQG -36
-RKQ 3OD\HU 6SHFLDO DQG /DPEHUW 	 %XWOHU FLJDUHWWHV &DVWHOOD FLJDUV DQG $PSKRUD DQG
6W %UXQR SLSH WREDFFR ,PSHULDO VHOOV 'UXP DFTXLUHG IURP 6DUD /HH LQ  DQG *ROGHQ
9LUJLQLD KDQGUROOLQJ WREDFFR DV ZHOO DV FLJDUHWWH SDSHU 6XEVLGLDU\ 6LQFODLU &ROOLV
RSHUDWHV PRUH WKDQ  FLJDUHWWH YHQGLQJ PDFKLQHV DFURVV WKH 8. ,PSHULDO VHOOV LWV
SURGXFWV LQ PRUH WKDQ  FRXQWULHV 6DOHV *URZWK  LQ 
/LJJHWW *URXS ,QFRUSRUDWHG 7KH ILUP¶V  VDOHV ZHUH  PLOOLRQ DQG WKH RQH\HDU
VDOHV JURZWK ZDV  /LJJHWW¶V QHW LQFRPH IRU  ZDV  PLOOLRQ %UDQGV/	0
/DUN &KHVWHUILHOG DQG (YH
3J 
1RWH ,Q 0DUFK  /LJJHWW SXEOLFO\ DFNQRZOHGJHG WKH SRWHQWLDO KHDOWK ULVNV RI
FLJDUHWWHV /LJJHWW VHWWOHG VHYHUDO VPRNLQJUHODWHG ODZVXLWV EURXJKW E\ WKH $WWRUQH\V
*HQHUDO RI )ORULGD /RXLVLDQD 0DVVDFKXVHWWV 0LVVLVVLSSL DQG :HVW 9LUJLQLD ,Q 0DUFK
 DIWHU VHYHUDO VHWWOHPHQWV /LJJHWW SXEOLFO\ DFNQRZOHGJHG WKDW FLJDUHWWH VPRNLQJ
FDXVHV GLVHDVH DQG LV DGGLFWLYH /LJJHWW ZDV WKH ILUVW 86 FLJDUHWWH PDQXIDFWXUHU WR DGG D
ZDUQLQJ RQ FLJDUHWWH SDFNV WKDW VWDWHV 1LFRWLQH LV $GGLFWLYH $OVR /LJJHWW KDV LQVWUXFWHG
LWV PDUNHWLQJ DQG DGYHUWLVLQJ SHUVRQQHO WR VFUXSXORXVO\ DYRLG DQ\ DQG DOO DGYHUWLVLQJ DQG
PDUNHWLQJ ZKLFK FRXOG DSSHDO WR FKLOGUHQ RU DGROHVFHQWV
,Q ,UHODQG WKHUH DUH WKUHH PDMRU FRPSDQLHV ZKR KDYH  RI WKH PDUNHW EHWZHHQ WKHP
7KH\ DUH 3- &DUUROO
V /WG ZKR KDYH  RI WKH PDUNHW DQG DUH EDVHG LQ 'XQGDON
*DOODJKHUV ZLWK DQRWKHU  DUH EDVHG LQ 7DOODJKW DQG -RKQ 3OD\HUV ZLWK  RI WKH
PDUNHW DUH EDVHG LQ WKH 6RXWK &LUFXODU 5G LQ 'XEOLQ 7KH\ PDUNHW DSSUR[LPDWHO\ 
GLIIHUHQW EUDQGV DQG HPSOR\ DURXQG  SHUVRQV 7KH LQGXVWU\ LV QRW D SURYLGHU RI QHZ
MREV ,W LV DQ DJHLQJ LQGXVWU\ ZKHUH QHZ WHFKQRORJ\ LV UHSODFLQJ LQGLYLGXDOV ZKR UHWLUH RU
DUH PDGH UHGXQGDQW
7KHVH ,ULVK FRPSDQLHV DUH RZQHG E\ PXOWL QDWLRQDO FRPSDQLHV &DUUROO
V LV RZQHG E\
5RWKPDQV ,QWHUQDWLRQDO ZKR DUH FXUUHQWO\ EHLQJ WDNHQ RYHU E\ %ULWLVK $PHULFDQ 7REDFFR
*DOODJKHUV ZDV RZQHG E\ )RUWXQH %UDQGV SUHYLRXVO\ $PHULFDQ %UDQGV ,QF DQG LV QRZ
WKRXJKW WR EH SDUW RI WKH QHZ *DOODKHU *URXS 3OD\HUV LV RZQHG E\ ,PSHULDO 7REDFFR
8.
5HVSRQVLELOLW\ DQG $FFRXQWDELOLW\ IRU 7REDFFR 5HODWHG ,OOQHVV

1RQH RI WKH JOREDO FRPSDQLHV PDUNHWLQJ LQ ,UHODQG DFFHSW UHVSRQVLELOLW\ IRU WKH LOOQHVV
FDXVHG E\ WREDFFR :KLOH WKH\ DFNQRZOHGJH WKDW WKHLU SURGXFW LV D ULVN IDFWRU LQ UHODWLRQ
WR FHUWDLQ GLVHDVHV WKH\ KDYH DOZD\V GHQLHG WKDW WKHLU SURGXFW LV DGGLFWLYH WKDW LW FDXVHV
FDQFHU RU WKDW WKH\ WDUJHW FKLOGUHQ LQ WKHLU PDUNHWLQJ SUDFWLFHV 7KHVH DWWLWXGHV DUH
GLVFHUQLEOH KHUH LQ ,UHODQG LQ WKHLU FRPPHUFLDO SUDFWLFHV
0DUNHWLQJ 3UDFWLFHV
7KH WREDFFR LQGXVWU\ LV SULQFLSDOO\ D PDUNHWLQJ EDVHG LQGXVWU\ DQG LW SURPRWHV LWV
SURGXFWV ORFDOO\ DQG JOREDOO\ LQ D YDULHW\ RI ZD\V HJ
D 'LUHFW $GYHUWLVLQJ 7KH WREDFFR LQGXVWU\ LQYHVWV KHDYLO\ LQ DOO IRUPV RI DGYHUWLV
LQJ WKRXJK LQ VRPH FRXQWULHV VXFK DV ,UHODQG WKH\ DUH VHYHUHO\ UHVWULFWHG LQ WKH VFRSH
DQG H[WHQW RI DGYHUWLVLQJ
E :RPHQ )RFXVHG 3URGXFWV DQG 3DFNDJLQJ 7KH LQGXVWU\ KDYH SURGXFHG D ODUJH
YDULHW\ RI SURGXFWV LQ UHFHQW \HDUV GHVLJQHG WR WDUJHW ZRPHQ DQG \RXQJ JLUOV 7KHVH
SURGXFWV DUH XVXDOO\ ORQJHU DQG VOLPPHU WKDQ VWDQGDUG SURGXFWV DQG DUH PDUNHWHG
LQGLUHFWO\ DV VOLPPLQJ DJHQWV DV ZHOO DV V\PEROV RI ZRPHQ
V LQGHSHQGHQFH
3J 
F $GGLFWLRQ 7KH LQGXVWU\ KDV GHVFULEHG FLJDUHWWHV DV QLFRWLQH GHOLYHU\ V\VWHPV
1LFRWLQH LV KLJKO\ DGGLFWLYH DQG WKH LQGXVWU\ UHOLHV RQ WKLV IRU UHSHDW EXVLQHVV 7KLV LV
WKH VLQJOH PRVW HIIHFWLYH PHDQV WKH LQGXVWU\ KDV IRU PDLQWDLQLQJ FXVWRPHU OR\DOW\
G ,QGLUHFW DGYHUWLVLQJ ZKLFK IDOOV LQWR IRXU PDLQ FDWHJRULHV
L %UDQG 6WUHWFKLQJ 7KLV LQYROYHV XVLQJ WKH WREDFFR EUDQG QDPH RQ RWKHU DGYHU
WLVHG SURGXFWV ZLWK D YLHZ WR PDLQWDLQLQJ D EUDQG SUHVHQFH LQ WKH PDUNHW 7KLV LV
LOOHJDO LQ ,UHODQG
LL 6SRQVRUVKLS 7KURXJK VSRQVRUVKLS HVSHFLDOO\ RI VSRUWLQJ HYHQWV WKH LQGXVWU\
EXLOGV ILQDQFLDO GHSHQGHQFH RQ WKHP DPRQJ VLJQLILFDQW LQIOXHQFHUV LQ VRFLHW\
6SRQVRUVKLS LV VHYHUHO\ OLPLWHG LQ ,UHODQG DQG ZLOO VKRUWO\ EH DEROLVKHG
FRPSOHWHO\
LLL 3URGXFW 3ODFHPHQW 3URGXFW SODFHPHQW PHDQV SD\LQJ VRPHRQH WR VKRZ WKH
SURGXFW LQ D SOD\ D ILOP DV SDUW RI DQ DGYHUWLVHPHQW RI RWKHU SURGXFWV RU LQ VSRUW
LQJ HYHQWV
LY 7REDFFR ,QGXVWU\ 3URPRWLRQ 7KH LQGXVWU\ VHHN WR ZLQ SXEOLF VXSSRUW
DJDLQVW UHJXODWRU\ DUUDQJHPHQWV E\ KLJKOLJKWLQJ WKURXJK YDULRXV HYHQWV SRVLWLYH
DVSHFWV RI WKHLU LQGXVWU\ HJ HPSOR\PHQW FKDULW\ GRQDWLRQV WD[HV SDLG HWF
7KHVH IRUPV RI LQGLUHFW DGYHUWLVLQJ EXLOG SRVLWLYH DVVRFLDWLRQV EHWZHHQ WREDFFR DQG
VRFLDOO\ ZRUWKZKLOH DFWLYLWLHV DQG WKXV LQGXFHV DQ DPELYDOHQW SXEOLF DWWLWXGH DERXW WKH
GDQJHUV RI WREDFFR
&KLOGUHQ DQG 7REDFFR 0DUNHWLQJ
7KH (XURSHDQ 8QLRQ WKH 8QLWHG 6WDWHV &DQDGD DQG $XVWUDOLD WRJHWKHU ZLWK PDQ\ RWKHU
FRXQWULHV KDYH FRPH WR WKH FRQFOXVLRQ WKDW WKH VPRNLQJ HSLGHPLF DPRQJ FKLOGUHQ LV
VXVWDLQHG WR D ODUJH H[WHQW E\ WKH PDUNHWLQJ SUDFWLFHV RI WKH WREDFFR LQGXVWU\ DQG LQ
SDUWLFXODU E\ WKH DGYHUWLVLQJ DQG SURPRWLRQDO SUDFWLFHV FRPELQHG ZLWK WKH DGGLFWLYH
QDWXUH RI QLFRWLQH 7KLV YLHZ KDV EHHQ KHOG E\ VXFFHVVLYH JRYHUQPHQWV LQ ,UHODQG RYHU
PDQ\ GHFDGHV
'XULQJ FRXUW FDVHV LQ WKH 86 HYLGHQFH HPHUJHG WKDW WKH WREDFFR LQGXVWU\ GHOLEHUDWHO\
WDUJHW FKLOGUHQ LQ WKHLU DGYHUWLVLQJ FDPSDLJQV 0DQ\ RI WKHVH FDPSDLJQV KDYH D JOREDO
LPSDFW SURGXFW SODFHPHQW LQ FKLOGUHQ
V PRYLHV VSRQVRUVKLS RI JOREDO DQG JODPRXURXV
HYHQWV VXFK DV )RUPXOD  UDFLQJ HWF DOO RI ZKLFK DUH GLVWULEXWHG DURXQG WKH ZRUOG YLD
PDJD]LQHV FLQHPD DQG WHOHYLVLRQ 2WKHU SUDFWLFHV DUH GLVFHUQLEOH LQ DOO UHWDLO RXWOHWV
WKURXJKRXW WKH ZRUOG HJ SODFLQJ WREDFFR SURGXFWV RQ VKHOYHV QHDU FKLOGUHQ
V
FRQIHFWLRQHULHV DQG DUH FOHDUO\ SDUW RI D JOREDO PDUNHWLQJ VWUDWHJ\ $6+ 8. LVVXHG D
UHSRUW ZKLFK FLWHV H[WHQVLYH HYLGHQFH IURP WKH LQGXVWULHV RZQ GRFXPHQWDWLRQ RQ WKH
QHJDWLYH EHKDYLRXU RI WKH WREDFFR LQGXVWU\
3J 

7REDFFR ([SODLQHG E\ $6+ 8.
1LFRWLQH /HYHOV 7KH 1HZ =HDODQG JRYHUQPHQW GLVFORVHG WKDW FLJDUHWWHV PDUNHWHG LQ 1HZ
=HDODQG KDG QHDUO\ WZLFH WKH OHYHO RI QLFRWLQH RI WKRVH PDUNHWHG LQ WKH 86 DQG WKDW
FLJDUHWWHV SDFNHG LQ WHQ SDFNV PRVWO\ ERXJKW E\ \RXQJ SHRSOH FRQVLVWHQWO\ KDG KLJKHU
OHYHOV RI QLFRWLQH WKDQ WKRVH LQ WKH WZHQW\ SDFNV 7KH HYLGHQFH IURP WKH 86 VKRZV WKDW
WKH LQGXVWU\ GHOLEHUDWHO\ PDQLSXODWHV WKH OHYHOV RI QLFRWLQH LQ RUGHU LW LV DOOHJHG WR IRVWHU
DQG VXVWDLQ DGGLFWLRQ 7KH RQO\ DSSDUHQW H[SODQDWLRQ IRU WKH VLJQLILFDQW GLVSDULW\
EHWZHHQ WKH QLFRWLQH OHYHOV LQ 1HZ =HDODQG SURGXFWV DQG 86 SURGXFWV LV WKH PDQLSXODWLRQ
RI QLFRWLQH OHYHOV GXULQJ WKH PDQXIDFWXULQJ SURFHVV
6XUYH\ RI 7HHQDJHUV LQ WKH 8QLWHG 6WDWHV ,Q D VXUYH\ RI WHHQDJHUV LQ WKH 86  RI
\RXWKV  WR  \HDUV RI DJH EHOLHYH WKDW FLJDUHWWH FRPSDQLHV DGYHUWLVH WR WHHQDJHUV DQG
WU\ WR VHOO WKHP FLJDUHWWHV <RXQJHU FKLOGUHQ DJHV  \HDUV DUH PRUH OLNHO\ WR SHUFHLYH
FLJDUHWWH FRPSDQ\ PDUNHWLQJ HIIRUWV GLUHFWHG WR WKHP WKDQ WHHQV  \HDUV RI DJH
 FRPSDUHG WR  7KH WRS WKUHH UHDVRQV JLYHQ IRU DWWUDFWLRQ WR D FLJDUHWWH
EUDQG E\ WHHQDJHUV ZHUH
$GYHUWLVLQJ 
)ULHQGV 6PRNH %UDQG 
7R %H &RRO 
6XUYH\ RI $GYHUWLVLQJ ([HFXWLYHV ,Q 8QLWHG 6WDWHV ,Q DQRWKHU VXUYH\ 'HFHPEHU
 FRQGXFWHG LQ WKH 86 E\ 6KHSDUGVRQ 6WHUQ 	 .DPLQVN\ RQ EHKDOI RI 7KH
,QLWLDWLYH RQ 7REDFFR 0DUNHWLQJ WR .LGV WKH RSLQLRQV RI SURIHVVLRQDO DGYHUWLVHUV
RYHUZKHOPLQJO\ VXSSRUWHG WKH YLHZ WKDW WREDFFR DGYHUWLVLQJ LV WDUJHWHG DW DQG LPSDFWV RQ
FKLOGUHQ 
)RXU RXW RI ILYH VDLG WKDW HYHQ LI LW LV QRW WKH LQWHQWLRQ RI WKH WREDFFR LQGXVWU\ FLJDUHWWH
DGYHUWLVLQJ UHDFKHV FKLOGUHQ DQG WHHQDJHUV  DQG PDNHV VPRNLQJ PRUH DSSHDOLQJ DQG
VRFLDOO\ DFFHSWDEOH WR WKHP 
:KLOH WKH WREDFFR LQGXVWU\ VD\V WKDW WKH JRDO RI DGYHUWLVLQJ LV RQO\ WR LQIOXHQFH DGXOW
VPRNHUV WR VZLWFK EUDQGV WKH PDMRULW\ RI DGYHUWLVLQJ H[HFXWLYHV LQWHUYLHZHG EHOLHYH WKDW
WKH LQGXVWU\ DOVR LQWHQGV WR PDUNHW FLJDUHWWHV WR WHHQDJHUV ERWK WKRVH ZKR DOUHDG\ VPRNH
DQG WKRVH ZKR DUH QRQVPRNHUV
7KH YLHZ WKDW DGYHUWLVLQJ E\ WKH WREDFFR LQGXVWU\ LV LQWHQGHG WR PDUNHW FLJDUHWWHV WR
WHHQDJH VPRNHUV LV SDUWLFXODUO\ PDUNHG DPRQJ WKH PRVW VHQLRU H[HFXWLYHV  RI WKRVH
ZLWK RYHU WZHQW\ \HDUV H[SHULHQFH LQ DGYHUWLVLQJ VD\ WKDW PDUNHWLQJ WR WHHQDJH VPRNHUV LV
D JRDO RI WREDFFR DGYHUWLVLQJ ZKLOH RI WKRVH ZKR KDYH ZRUNHG RQ WREDFFR DFFRXQWV 
VD\ LW  LH PDUNHWLQJ WR FKLOGUHQ LV WKH JRDO
)LQDQFLDO $QDO\VLV ,Q DQ DQDO\VLV RI RQH WREDFFR FRPSDQ\ D PDMRU LQYHVWPHQW DQDO\VW
LGHQWLILHG WKH LQGXVWU\
V RSSRUWXQLW\ DV WKH HPHUJLQJ PDUNHWV ZKHUH WKHUH DUH QR VWULFW
3J 

1DWLRQDO &HQWUH IRU 7REDFFR)UHH .LGV 86

'DYLG $ .HVVOHU 0' &RPLVVLRQHU RI )RRG DQG 'UXJV EHIRUH WKH 6XEFRPPLWWHH RQ +HDOWK DQG WKH
(QYLURQPHQW &RPPLWWHH RQ (QHUJ\ DQG &RPPHUFH 86 +RXVH RI 5HSUHVHQWDWLYHV -81(  

3XEOLF +HDOWK 5HSRUW SXEOLVKHG WK 0D\ 
UXOHV LQ WKRVH PDUNHWV UHODWLQJ WR DGYHUWLVHPHQW 7KDW LV ZK\ WKH LQWHUQDWLRQDO VDOHV DUH
VXUJLQJ
(XUREDURPHWHU ,Q D VXUYH\ SXEOLVKHG E\ WKH (XURSHDQ &RPPLVVLRQ  RI ,ULVK
SHRSOH VXUYH\HG VDLG WKDW WKH\ EHOLHYHG WKH WREDFFR DGYHUWLVLQJ ZDV DLPHG SDUWLFXODUO\ DW
\RXQJ SHRSOH 7KLV YLHZ ZDV VKDUHG JHQHUDOO\ DFURVV (XURSHDQ 8QLRQ PHPEHU VWDWHV
7KLV DWWLWXGH WUDQVODWHV LQWR  RI ,ULVK SHRSOH VXUYH\HG VXSSRUWLQJ D EDQ RQ DOO IRUPV RI
DGYHUWLVLQJ RI WREDFFR SURGXFWV 7KLV YLHZ LV DOVR VKDUHG DFURVV WKH (8 ZLWK WKH KLJKHVW
QXPEHU  LQ *UHHFH IDYRXULQJ VXFK D EDQ
$GYHUWLVLQJ LQ ,UHODQG
'LUHFW DGYHUWLVLQJ KDV EHHQ UHVWULFWHG IRU VRPH \HDUV LQ ,UHODQG DQG LQ WKH FDVH RI WKH
HOHFWURQLF PHGLD LW KDV EHHQ FRPSOHWHO\ SURKLELWHG WKRXJK WKH FLUFXPYHQWLRQ RI WKHVH
FRQWUROV YLD LQWHUQDWLRQDO VSRQVRUVKLS KDV EHHQ FRQVLGHUDEOH ,Q SDUWLFXODU WKH XVH RI
)RUPXOD  UDFLQJ DV D YHKLFOH IRU WREDFFR SURPRWLRQ DQG WKH UHJUHWWDEOH ZLOOLQJQHVV RI
WHOHYLVLRQ VWDWLRQV ZRUOGZLGH WR EURDGFDVW VXFK WREDFFR VSRQVRUHG HYHQWV KDV JRQH D
ORQJ ZD\ WR XQGHUPLQH SXEOLF KHDOWK HIIRUWV
'LUHFW DGYHUWLVLQJ LV VWLOO SHUPLWWHG LQ QHZVSDSHUV DQG PDJD]LQHV WKRXJK ZLWK
FRQVLGHUDEOH UHVWULFWLRQV ,UHODQG KDV EHHQ SDUWLFXODUO\ VWURQJ LQ SURPRWLQJ WKLV IRUP RI
UHVWULFWLRQ EXW RXU HIIRUWV KDYH EHHQ XQGHUPLQHG E\ VSLOO RYHU DGYHUWLVLQJ IURP WKH 8.
LQ SDUWLFXODU
)ROORZLQJ WKH LQWURGXFWLRQ RI EXGJHWDU\ UHVWULFWLRQV RQ WREDFFR DGYHUWLVLQJ DQG





7DEOH  ([SHQGLWXUH RQ $GYHUWLVLQJ DQG 6SRQVRUVKLS LQ ,UHODQG
5HWDLOHUV 6LQFH WKH DEROLWLRQ RI UHWDLO OLFHQFHV LQ  WREDFFR SURGXFWV DUH UHDGLO\ DYDLO
DEOH DOO RYHU ,UHODQG $W D FUXGH HVWLPDWH WKHUH DUH RYHU  SXEV DQG DQ HVWLPDWHG
 UHWDLO RXWOHWV LQ WKH FRXQWU\ PRVW RI ZKRP VHOO FLJDUHWWHV
7KH LQGXVWU\ YLJRURXVO\ H[SORLW WKH ULJKW WR SURPRWH WKHLU SURGXFWV LQ WUDGH MRXUQDOV DQG
WKURXJK WUDGH IDLUV DQG IRFXV FRQVLGHUDEOH HIIRUWV RQ EXLOGLQJ OR\DOW\ ZLWK UHWDLOHUV ,W LV
QRW VXUSULVLQJ WKHUHIRUH WR ILQG HYLGHQFH WKDW VRPH UHWDLOHUV DUH QRW VXIILFLHQWO\ VHQVLWLYH
WR WKH GDQJHUV RI WKH SURGXFW WKH\ DUH VHOOLQJ 5HSRUWV RI VDOHV WR FKLOGUHQ FRQWLQXH WR EH
PDGH DQG LW DSSHDUV WKDW WREDFFR FRPSDQLHV KDYH YLUWXDOO\ XQLQKLELWHG DFFHVV WR FKLOGUHQ
DW SUHVHQW 7KH YDOXH RI VDOHV WR FKLOGUHQ LV GLIILFXOW WR HVWLPDWH EXW LV LQ WKH RUGHU RI 
PLOOLRQV HDFK \HDU
&KLOGUHQ





6WUDWHJLF $QDO\VLV E\ )LGHOLW\ ,QYHVWPHQWV /X[ UHJDUGLQJ %ULWLVK $PHULFDQ 7REDFFR 3/& 'HF 
3HRSOH DUH XVXDOO\ XQGHU DJH ZKHQ WKH\ EHFRPH DGGLFWHG WR QLFRWLQH DQG KDYH D YHU\
LPPDWXUH VHQVH RI GDQJHU ,W LV RXU RSLQLRQ WKDW WKH LQGXVWU\ H[SORLW WKLV LPPDWXULW\ ZKHQ
PDUNHWLQJ WKHLU SURGXFWV 7KLV LV DQ H[SHULHQFH VKDUHG ZLWK PRVW GHYHORSHG FRXQWULHV
7HOOLQJ D ILIWHHQ \HDU ROG JLUO RU ER\ WKDW WKH\ PD\ GLH DW IRUW\ ILYH IURP VPRNLQJ LV QRW
OLNHO\ WR KDYH DQ\ VLJQLILFDQW SRVLWLYH LPSDFW DQG RIWHQ PD\ HYHQ HQKDQFH RU URPDQWLFLVH
WREDFFR XVH 7KH PRUH UHPRWH WKH HIIHFW WKH OHVV OLNHO\ ZH DUH WR UHDFW WR WKH GDQJHUV HYHQ
LI ZH UHFRJQLVH WKHP &LJDUHWWHV DUH VORZ VLOHQW XQGUDPDWLF NLOOHUV WKDW FDQ WDNH \HDUV WR
GHVWUR\ VRPHRQH
V KHDOWK
7KH LOOXVLRQ RI FKRLFH DOVR WHQGV WR GLVWUDFW HYHQ DGXOW VPRNHUV LQWR EHOLHYLQJ WKDW WKH\
ZLOO JLYH WKHP XS ZKHQ WKH\ FKRRVH 7KH UHDOLW\ DV DQ\RQH ZKR KDV DWWHPSWHG WR TXLW
VPRNLQJ ZLOO VD\ LV WKDW LW LV H[WUHPHO\ GLIILFXOW WR EUHDN WKH VPRNLQJ DGGLFWLRQ
6LJQLILFDQW FRPPHUFLDO IRUFHV DUH DW SOD\ ZKLFK SURSDJDWH WKH PLVOHDGLQJ LGHD WKDW
VPRNLQJ LV D PDWWHU RI IUHH FKRLFH ,Q IDFW IUHHGRP RI FKRLFH LV JUHDWO\ GLPLQLVKHG E\ WKH
DGGLFWLRQ
6XPPDU\
7KH WREDFFR LQGXVWU\ LV JOREDOO\ RZQHG DQG PDQDJHG ,W LV D PDUNHWLQJ EDVHG LQGXVWU\
WKDW LQ SXEOLF GHQLHV LWV SURGXFWV DUH D GLUHFW FDXVH RI GLVHDVH DQG FRQGXFWV LWV EXVLQHVV
DFFRUGLQJO\ 6PRNHUV KDYH QRW EHHQ SURSHUO\ LQIRUPHG E\ WKH LQGXVWU\ RI WKH QDWXUH RI
WKH ULVN WKH\ DUH WDNLQJ DQG WKH PDUNHWLQJ SUDFWLFHV RI WKH LQGXVWU\ SXW FKLOGUHQ DW ULVN
3J 
&KDSWHU  7REDFFR 8VH ,Q ,UHODQG
7UHQGV LQ 8VH RI &LJDUHWWHV
&KDUW  VKRZV FRQVXPSWLRQ WUHQGV IURP  WR  'HVSLWH WKH HUUDWLF SDWWHUQ LQ WKH
GDWD WKHUH LV D FOHDU XQGHUO\LQJ XSZDUG WUHQG LQ FRQVXPSWLRQ 7KLV LV EHOLHYHG WR EH
XQGHUVWDWHG E\ EHWZHHQ  DQG  ZKLFK LV DFFRXQWHG IRU E\ VPXJJOHG JRRGV
&LJDUHWWHV VPRNHG SHU FDSLWD RI SRSXODWLRQ DUH IDLUO\ FRQVWDQW IURP  WR  &KDUW 
3J 













6RXUFH$QQXDO UHSRUWV RI 5HYHQXH &RPPLVVLRQHUV
&KDUW 7UHQGV LQ &RQVXPSWLRQ
RI &LJDUHWWHV
Cigarettes
1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
5887 5628 5598 5656 5800 6262 5978 5738 5958 6365 6088 6272










&KDUW  &LJDUHWWHV 3HU &DSLWD SD
,Q JHQHUDO LQ (XURSH WKHUH DSSHDUV WR EH D VOLJKW RYHUDOO LQFUHDVH LQ FRQVXPSWLRQ &KDUW
 WKRXJK WKH 8. VHHPV WR EH DQ H[FHSWLRQ 7KH ,ULVK SDWWHUQ LV FRQVLVWHQW JHQHUDOO\ ZLWK
WKH RWKHU FRPSDUDWRU FRXQWULHV LQ (XURSH
3J 





















Source: Tobacco Consumption 1970-1994 : Statistics Sweden and European Commission
&KDUW D  &RQVXPSWLRQ RI 7REDFFR E\ 7RQQHV
&RXQWULHV PRUH WKDQ  WRQQHV
























&KDUW E 7REDFFR &RQVXPSWLRQ7RQQHV
&RXQWULHV OHVV WKDQ  WRQQHV
6PRNLQJ E\ *HQGHU
+LVWRULFDOO\ VPRNLQJ ZDV VHHQ DV SULPDULO\ D PDOH DGGLFWLRQ +RZHYHU WKH GDWD LQGLFDWH
WKDW VPRNLQJ SUHYDOHQFH DPRQJ ZRPHQ LQ UHFHQW \HDUV KDV JUHDWO\ LQFUHDVHG &KDUW 
7KHUH LV OLWWOH GLIIHUHQFH DW SUHVHQW EHWZHHQ WKH RYHUDOO UDWH RI VPRNLQJ DPRQJ PHQ DQG
ZRPHQ VPRNHUV WKRXJK RI FRXUVH WKH UHDVRQV PHQ DQG ZRPHQ VPRNH FDQ EH GLIIHUHQW ,Q
SDUWLFXODU LW DSSHDUV WKDW SHUFHQWDJH RI ,ULVK ZRPHQ ZKR VPRNH LV DPRQJ WKH KLJKHVW LQ
WKH FRPSDUDWRUV FRXQWULHV ZKLFK DUH PRVWO\ FRPSULVHG RI (8 PHPEHU 6WDWHV &KDUW 
7KH GLIIHUHQW GLVWULEXWLRQ EHWZHHQ PHQ DQG ZRPHQ LQ WKH DJH DQG VRFLDO FODVV FRKRUWV



















 Source: World Health Organisation
&KDUW  7UHQGV %\ *HQGHU





1986/87 1987/88 1988/89 198,990 1990/91 1991/92 1992/93 1998
34 30 32 31 30 30 31 32
31 27 27 29 27 30 26 31



















      
0HQ 
:RPHQ 
Source: World Health Organisation
&KDUW  6PRNLQJ 3UHYHODQFH E\
&RXQWU\ DQG *HQGHU
&XUUHQW 6PRNLQJ 3UHYDOHQFH
7KH PRVW UHFHQW GDWD DYDLODEOH WR XV FRPHV IURP WKH 6ODQ 6XUYH\ $FFRUGLQJ WR WKLV
VXUYH\   RI WKH DGXOW SRSXODWLRQ DUH FXUUHQW FLJDUHWWH VPRNHUV  RI PHQ DQG 
RI ZRPHQ $SSUR[LPDWHO\ D IXUWKHU  VPRNH HLWKHU SLSH RU FLJDUV 7KHUH LV D VWURQJ
DJH JUDGLHQW YLVLEOH LQ WKHVH GDWD &KDUW  6PRNLQJ LV D SUREOHP IRU DOO VRFLDO FODVVHV













Source:The National Health and Lifestyle Surveys (Health Promotion Centre, UCG)Feb 1
&KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH
















Source:The National Health and Lifestyle Surveys (Health Promotion Centre, UCG)Fe
&KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH




18-34 yrs 35-54 yrs 55+ yrs total
36 22 17 28
42 34 19 36










Source:The National Health and Lifestyle Surveys (Health Promotion Centre, UCG)Fe
&KDUW  &XUUHQW 6PRNLQJ 3UHYDOHQFH




18-34 yrs 35-54 yrs 55+ yrs total
33 22 17 25
42 33 24 36
41 36 35 37
&XUUHQW 6PRNLQJ 3UHYDOHQFH $PRQJ &KLOGUHQ
7KH UDWH RI VPRNLQJ DPRQJ FKLOGUHQ DV UHSRUWHG E\ WKHP DFFHOHUDWHV YHU\ UDSLGO\ IURP
\HDUV RI DJH 7KH VRFLDO JUDGLHQW YHU\ SURQRXQFHG DPRQJ DGXOWV LV DOVR DSSDUHQW
DPRQJ FKLOGUHQ HVSHFLDOO\ ER\V WKRXJK PXFK OHVV VR DPRQJ JLUOV %R\V DOVR DSSHDU WR
VWDUW VPRNLQJ HDUOLHU WKDQ JLUOV 7KH YHU\ KLJK OHYHOV RI VPRNLQJ UHSRUWHG SULRU WR UHDFKLQJ
 \HDUV ZRXOG VXSSRUW WKH LQWHUQDWLRQDO H[SHULHQFH WKDW VPRNLQJ EHKDYLRXU LV LQGXFHG
ZKLOH VPRNHUV DUH VWLOO XQGHU DJH 7KH GDWD ZRXOG DOVR VHHP WR VXJJHVW WKDW FKLOGUHQ RI
ORZHU LQFRPH JURXSV H[SHULPHQW ODWHU ZLWK WREDFFR WKDQ PLGGOH LQFRPH JURXSV 2OGHU
FKLOGUHQ IURP KLJKHU LQFRPH IDPLOLHV DUH PRUH OLNHO\ WR VPRNH WKDQ FKLOGUHQ IURP PLGGOH










6RXUFH7KH 1DWLRQDO +HDOWK DQG /LIHVW\OH 6XUYH\V +HDOWK 3URPRWLRQ &HQWUH 8&*)HE 

























,QFRPH DQG 7REDFFR &RQVXPSWLRQ
7KH DYHUDJH SHU FDSLWD H[SHQGLWXUH RQ WREDFFR LQ WKH V LQ ,UHODQG KDV UHPDLQHG IDLUO\
FRQVWDQW &KDUW  7KH HYLGHQFH DYDLODEOH DOVR VXJJHVWV WKDW WKHUH KDV EHHQ D VOLJKW
LQFUHDVH LQ WKH QXPEHUV RI SHUVRQV VPRNLQJ DQG WKH YROXPH RI WREDFFR EHLQJ VPRNHG LQ
WKH VDPH SHULRG ZKLOH WKH QXPEHU RI FLJDUHWWHV VPRNHG SHU SHUVRQ UHPDLQV IDLUO\ FRQVWDQW
RYHU WKHVH \HDUV &ORVHU DQDO\VLV LV UHTXLUHG RI WKH HFRQRPLFV RI WREDFFR FRQVXPSWLRQ EXW
WKHVH GDWD VXJJHVW WKDW WKHUH KDV EHHQ QR PDWHULDO LPSURYHPHQW LQ RXU SRVLWLRQ RYHU WKH
SDVW WHQ \HDUV
3J 








6RXUFH &HQWUDO 6WDWLVWLFV 2IILFH 1DWLRQDO ,QFRPH DQG ([SHQGLWXUH $FFRXQWV VW UHVXOWV
&KDUW  3HU &DSLWD ([SHQGLWXUH
LQ &XUUHQW 3ULFHV DQG
LQ &RQVWDQW  3ULFHV





















&KDUW  5DWLR RI +RXVHKROG
,QFRPH 6SHQW RQ 7REDFFR
,ULVK FRQVXPHUV DUH WKH WKLUG KLJKHVW VSHQGHUV RQ WREDFFR DPRQJ WKH FRPSDUDWRU FRXQWULHV
LQ &KDUW  ,Q  ,ULVK FRQVXPHUV VSHQW VLJQLILFDQWO\ PRUH RQ WREDFFR WKDQ FRQVXPHUV
LQ WKH RWKHU FRXQWULHV ,Q OLQH ZLWK PRVW RWKHU FRXQWULHV WKH SHUFHQWDJH RI KRXVHKROG
LQFRPH EHLQJ VSHQW RQ WREDFFR E\ ,ULVK FRQVXPHUV LV GHFUHDVLQJ 7KLV LV DWWULEXWDEOH WR DQ
LQFUHDVH LQ LQFRPH UDWKHU WKDQ D GHFOLQH LQ FRQVXPSWLRQ RI WREDFFR SURGXFWV ZKLFK KDV LQ
IDFW EHLQJ LQFUHDVLQJ LQ (XURSH JHQHUDOO\ &KDUW 
7KH HYLGHQFH IURP WKH GDWD LQ &KDUWV  DQG  ZRXOG VHHP WR VXJJHVW WKDW WKH SULFH
EDUULHU LQ UHDO WHUPV KDV EHHQ ORZHUHG VLJQLILFDQWO\ RYHU WKH SDVW QXPEHU RI \HDUV 7KH
UHFHQW LQFUHDVH RI  SHQFH SHU SDFNDJH RI FLJDUHWWHV LQ WKH %XGJHW JRHV VRPH ZD\ WR
DGMXVW WKLV
6XPPDU\
,Q FRPPRQ ZLWK PRVW ZHVWHUQ FRXQWULHV WREDFFR XVH LV HQGHPLF LQ RXU VRFLHW\ 'HVSLWH
FRQVLGHUDEOH UHGXFWLRQV LQ VPRNLQJ UDWHV VLQFH WKH V OLWWOH SURJUHVV KDV EHHQ PDGH LQ
UHFHQW \HDUV LQ DGGUHVVLQJ WKLV FRQFHUQ DQG WKHUH LV D GLVWXUELQJ XQGHUO\LQJ LQFUHDVH LQ
VPRNLQJ SUHYDOHQFH DPRQJ FKLOGUHQ DQG \RXQJ SHRSOH HVSHFLDOO\ JLUOV DQG \RXQJ ZRPHQ
$ERXW   RI ,ULVK DGXOWV VPRNH FLJDUHWWHV ZLWK VPRNLQJ FRPPHQFLQJ LQ FKLOGKRRG DQG
SHDNLQJ DW DERXW  \HDUV RI DJH 7KH UHDO FRVW RI FLJDUHWWHV KDV LQ JHQHUDO UHPDLQHG
VWDWLF LQ WKH V DQG WKHUHIRUH WKH SULFH EDUULHU LGHQWLILHG E\ WKH :RUOG %DQN DV WKH
PRVW HIIHFWLYH LQVWUXPHQW LQ SUHYHQWLQJ \RXQJ SHRSOH IURP VPRNLQJ KDV EHHQ
SURJUHVVLYHO\ ORZHUHG DV LQFRPHV LPSURYH 7KH VXEVWDQWLDO LQFUHDVH LQ WD[DWLRQ LQ WKH
%XGJHW RI 'HFHPEHU RI  KDV DGMXVWHG WKLV SRVLWLRQ
3J 
&KDSWHU  7REDFFR 5HODWHG 'LVHDVHV LQ ,UHODQG
/LIH ([SHFWDQF\ *HQHUDO
/LIH H[SHFWDQF\ KDV ULVHQ FRQVLGHUDEO\ LQ UHFHQW GHFDGHV LQ ,UHODQG 7DEOH  +RZHYHU DV
ZLWK PRVW GHYHORSHG FRXQWULHV OLIH H[SHFWDQF\ FRQWLQXHV WR EH GHSUHVVHG E\ SUHYHQWDEOH
LOOQHVV HVSHFLDOO\ WREDFFR UHODWHG LOOQHVV )XUWKHUPRUH OLIH H[SHFWDQF\ LQ ,UHODQG UHPDLQV
ORZHU WKDQ PRVW RWKHU FRXQWULHV LQ WKH (8 %DVHG RQ  ILJXUHV ,UHODQG UDQNV WK RXW
RI WKH ILIWHHQ FRXQWULHV IRU ZRPHQ DQG WK IRU PHQ ,Q SDUWLFXODU OLIH H[SHFWDQF\ LQ
,UHODQG IRU WKH PLGGOH DJH KDV LQFUHDVHG RQO\ VOLJKWO\ LQ UHFHQW \HDUV DQG FRPSDUHV YHU\
SRRUO\ ZLWK RXU (8 QHLJKERXUV ,ULVK ZRPHQ UDQN VHFRQG ORZHVW DQG PHQ IRXUWK ORZHVW DW
IRUW\ \HDUV RI DJH
+HDUW GLVHDVH DQG FDQFHUV DUH WKH PDMRU FDXVHV RI SUHPDWXUH GHDWK :KLOH GHDWKV IURP
KHDUW GLVHDVH LQ ,UHODQG KDYH EHHQ IDOOLQJ WKH\ DUH VWLOO DERYH WKH (8 DYHUDJH &DUGLRYDV
FXODU GLVHDVH ZDV WKH VLQJOH ODUJHVW FDXVH RI DOO GHDWKV LQ  ZLWK FRURQDU\ KHDUW
GLVHDVHV FDXVLQJ DERXW RQH LQ IRXU GHDWKV DW DOO DJHV 6WURNHV FDXVH DERXW RQH LQ WHQ RI DOO
GHDWKV 
0RUWDOLW\ UDWHV IURP FDQFHU IRU WKH (8 DV D ZKROH KDYH ULVHQ LQ UHFHQW GHFDGHV WKRXJK
VLQFH DERXW  WKHUH KDV EHHQ D FRQVLVWHQW GHFOLQH ,ULVK WUHQGV DUH FRPSDUDEOH WR WKH
(8 H[SHULHQFH WKRXJK WKH ,ULVK RYHUDOO OHYHOV UHPDLQ VLJQLILFDQWO\ DERYH WKH (8 DYHUDJH
7DEOH  /XQJ FDQFHU LV WKH PRVW FRPPRQ FDXVH RI FDQFHU PRUWDOLW\ LQ ,UHODQG DQG
DFFRXQWHG IRU D JURZLQJ QXPEHU RI GHDWKV XQWLO DURXQG  :KLOH LW KDV IDOOHQ VLQFH
WKHQ LW FRQWLQXHV WR FRPSDUH XQIDYRXUDEO\ ZLWK WKH (8 DYHUDJH 
7KHUH LV D QHHG WR IRFXV RQ WKHVH GLVHDVH JURXSV LI ZH ZLVK WR LPSURYH OLIH H[SHFWDQF\ LQ
,UHODQG :H KDYH DOUHDG\ LGHQWLILHG WKH H[WHQVLYH DQG FRPSHOOLQJ HYLGHQFH WKDW VPRNLQJ
LV WKH PDLQ SUHYHQWDEOH FDXVH RI WKHVH GLVHDVHV ,W IROORZV WKHUHIRUH WKDW DQ\ PHDVXUHV WR

























7DEOH  /LIH ([SHFWDQF\ DW &HUWDLQ $JHV LQ ,UHODQG
3J 
&DQFHU 6HUYLFHV LQ ,UHODQG $ 1DWLRQDO 6WUDWHJ\ 3XEOLVKHG E\ 'HSDUWPHQW RI +HDOWK
DQG &KLOGUHQ
%XLOGLQJ +HDOWKLHU +HDUWV 3XEOLVKHG E\ 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ SJ
 (VWLPDWH ILJXUHV 'HPRJUDSKLF 6WDWLVWLFV  (XURVWDW 











)HPDOHV DW $JH 
7REDFFR 5HODWHG 'HDWKV
,Q  WREDFFR ZDV UHVSRQVLEOH IRU DQ HVWLPDWHG  PLOOLRQ GHDWKV LQ (XURSH ,Q WKH
0HPEHU 6WDWHV RI WKH (XURSHDQ 8QLRQ DORQH DSSUR[LPDWHO\  GLH SUHPDWXUHO\
HDFK \HDU IURP VPRNLQJ ,Q ,UHODQG LQ  QHDUO\  GHDWKV IURP VPRNLQJ RFFXUUHG
7DEOH 











7DEOH  'HDWKV $WWULEXWDEOH 7R 6PRNLQJ LQ ,UHODQG
7KH :RUOG +HDOWK 2UJDQLVDWLRQ :+2 HVWLPDWH WKDW FLJDUHWWHV DUH UHVSRQVLEOH IRU DERXW
 RI DOO FDQFHU GHDWKV  RI GHDWKV IURP FRURQDU\ KHDUW GLVHDVH DQG VWURNH DQG 
RI FDVHV RI FKURQLF REVWUXFWLYH OXQJ GLVHDVH $SDUW IURP WKH PRVW FRPPRQ IRUP RI
WREDFFR UHODWHG OXQJ FDQFHU PDQ\ FDQFHUV RI WKH PRXWK DQG SKDU\Q[ DUH DOVR FDXVHG E\
VPRNLQJ WREDFFR +DOI RI DOO SHRSOH ZKR UHJXODUO\ VPRNH ZLOO GLH IURP FLJDUHWWHV 2I
WKHVH GHDWKV KDOI ZLOO RFFXU LQ PLGGOH DJH LH D TXDUWHU RI DOO VPRNHUV GLH LQ PLGGOH DJH
IURP WREDFFR UHODWHG GLVHDVHV
,QWHUQDWLRQDO &RPSDULVRQV 7REDFFR 5HODWHG 'LVHDVHV
&RPSDULVRQV EHWZHHQ (XURSHDQ FRXQWULHV LQ UHODWLRQ WR WKH GLVHDVH SURILOH DVVRFLDWHG ZLWK
WREDFFR LV VKRZQ EHORZ 7DEOH  ,UHODQG VFRUHV VLJQLILFDQWO\ ZRUVH WKDQ WKH (8 DYHUDJH
LQ WKH UHOHYDQW GLVHDVH FDWHJRULHV &KDUW  $V WREDFFR XVH LV WKH PDLQ SUHYHQWDEOH FDXVH
RI WKHVH GLVHDVHV WKHUH LV D UHDVRQDEOH LQIHUHQFH WR EH GUDZQ WKDW ,UHODQG KDV D JUHDWHU QHHG
WKDQ RXU (XURSHDQ QHLJKERXUV WR DGGUHVV WKH WREDFFR HSLGHPLF
3J 
)RU 'HQPDUN WKH ,QWHUQDWLRQDO &ODVVLILFDWLRQ RI
'LVHDVHV (LJKWK 5HYLVLRQ DEEUHYLDWHG OLVW KDV EHHQ
XVHG
'LVHDVH RI WKH &LUFXODWRU\ 6\VWHP $$
,VFKDHPLF +HDUW 'LVHDVH $
6WURNH $
&DQFHU $$
&DQFHU RI WKH 7UDFKHD %URQFKXV DQG /XQJ $
&DQFHU RI WKH )HPDOH %UHDVW $
%DVLF 7DEXODWLRQ OLVW DV IROORZV
'LVHDVHV RI WKH &LUFXODWRU\ 6\VWHP 
,VFKDHPLF +HDUW 'LVHDVH 
6WURNH 
&DQFHU 
&DQFHU RI WKH 7UDFKHD %URQFKXV DQG /XQJ 
&DQFHU RI WKH )HPDOH %UHDVW 













































$*(67$1'$5',6(' 0257$/,7< 5$7(6 3(5  )25 (8 &28175,(6 
7DEOH  0RUWDOLW\ 5DWHV LQ (XURSH
3J 

+HDOWK IRU $OO :RUOG +HDOWK 2UJDQLVDWLRQ









6RXUFH +HDOWK IRU $OO :RUOG +HDOWK 2UJDQLVDWLRQ
&KDUW  0RUWDOLW\ 5DWHV LQ ,UHODQG
$*(67$1'$5',6(' 0257$/,7< 5$7(6 3(5 
,UHODQG
(8 $YHUDJH




/LIH H[SHFWDQF\ KDV LPSURYHG LQ UHFHQW GHFDGHV LQ ,UHODQG EXW LV VWLOO ORZHU WKDQ WKH (8
DYHUDJH 7KH GLVHDVHV ZKLFK FRQWULEXWH WR WKLV IDFW DUH SULPDULO\ KHDUW GLVHDVH DQG FDQFHU
7REDFFR XVH LV D PDMRU FDXVH RI PXFK RI WKH LQFLGHQFH RI WKHVH GLVHDVHV 5HGXFWLRQ LQ
WREDFFR FRQVXPSWLRQ ZRXOG WKHUHIRUH UHVXOW LQ WLPH LQ DQ LQFUHDVH LQ OLIH H[SHFWDQF\ LQ
,UHODQG
3J 
&KDSWHU  2XU 3UHVHQW 5HVSRQVH
([LVWLQJ 0HDVXUHV
7KH 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ KDV LPSOHPHQWHG DQ LQWHJUDWHG DSSURDFK WR WKH
FRQWURO RI WREDFFR VLQFH  7KLV VWUDWHJ\ KDV SURJUHVVHG WKURXJK D QXPEHU RI VWDJHV
 WKH 9ROXQWDU\ &RGH RQ $GYHUWLVLQJ 
 WKH %DQQLQJ RI 7REDFFR $GYHUWLVLQJ RQ 79 
 WKH %DQQLQJ RI 7REDFFR $GYHUWLVLQJ RQ 5DGLR 
 WR WKH FXUUHQW FRPELQDWLRQ RI PHDVXUHV GHDOLQJ ZLWK DGYHUWLVLQJ VSRQVRUVKLS
KHDOWK HGXFDWLRQ DQG SURPRWLRQ FRQWUROV LQ WKH ZRUNSODFH DQG ILVFDO DQG SULFLQJ
PHDVXUHV
 WKH 5HYHQXH &RPPLVVLRQHUV IRU WD[DWLRQ UHDVRQV KDYH GHYHORSHG D
VRSKLVWLFDWHG OHJDO FRGH WR FRQWURO WKH SURGXFWLRQ DQG VWRUDJH RI WKHVH SURGXFWV
 :H KDYH SXUVXHG D KLJK UHWDLO SULFH VWUDWHJ\ WKURXJK D FRPELQDWLRQ RI KLJK WD[HV
SULFH PDQDJHPHQW DQG PLQLPXP SDFN VL]HV
 :H KDYH ORQJ UHFRJQLVHG WKH VXSUD QDWLRQDO GLPHQVLRQ RI WREDFFR SURGXFWLRQ DQG
SURPRWLRQ DQG ZH KDYH SDUWLFLSDWHG LQ D QXPEHU RI LQLWLDWLYHV ZLWK WKH (XURSHDQ
8QLRQ DQG ZLWK WKH :RUOG +HDOWK 2UJDQLVDWLRQ
2XU SUHVHQW WREDFFR FRQWURO PHDVXUHV WKHUHIRUH FRPSULVH RI VWDWXWRU\ DQG YROXQWDU\
HQYLURQPHQWDO FRQWUROV FRQWUROV RQ LQGXVWU\ EHKDYLRXU DQG KHDOWK HGXFDWLRQ
(QYLURQPHQWDO &RQWUROV
6WDWXWRU\ :H LPSRVH VSHFLILF OHJDO SURKLELWLRQV RQ VPRNLQJ LQ D ZLGH QXPEHU RI DUHDV
VXFK DV VFKRROV KHDOWK FDUH IDFLOLWLHV WKHDWUHV SXEOLF RIILFHV WD[LV EXVHV UHVWDXUDQWV
KDLUGUHVVHUV HWF FI $SSHQGL[ & IRU D QRWH RQ WKH OHJDO DUUDQJHPHQWV
9ROXQWDU\ :H KDYH D YROXQWDU\ FRGH RI SUDFWLFH IRU WKH ZRUN SODFH GHYHORSHG ZLWK WKH
6RFLDO 3DUWQHUV
&RQWUROV RQ ,QGXVWU\ %HKDYLRXU
$GYHUWLVLQJ :H SURKLELW DGYHUWLVLQJ RI WREDFFR SURGXFWV FRPSOHWHO\ LQ WKH HOHFWURQLF
PHGLD DQG UHVWULFW WKH WREDFFR LQGXVWU\
V VFRSH IRU DGYHUWLVLQJ LQ WKH SULQW PHGLD E\
UHJXODWLQJ DGYHUWLVLQJ FRQWHQW DQG E\ UHVWULFWLQJ EXGJHWV :H DOVR UHVWULFW VSRQVRUVKLS E\
FXUWDLOLQJ EXGJHWV DQG UHVWULFWLQJ WKH QXPEHUV RI WKRVH ZKR PD\ DYDLO RI VXFK
VSRQVRUVKLS 7KH OHYHO RI VSHQGLQJ RQ DGYHUWLVLQJ DQG VSRQVRUVKLS E\ WREDFFR FRPSDQLHV
LV FRQWUROOHG E\ ODZ




$UWLFOHV  DQG  RI WKH 7REDFFR &RQWURO RI $GYHUWLVLQJ 6SRQVRUVKLS DQG 6DOHV 3URPRWLRQ
5HJXODWLRQV 
)LVFDO 0HDVXUHV ,UHODQG LPSRVHV D KLJK SULFH SROLF\ RQ WREDFFR SURGXFWV WKURXJK D
V\VWHP RI UHWDLO SULFH PDQDJHPHQW DQG WKURXJK WD[DWLRQ &KDUW   7KH LQFUHDVH RI ILIW\
SHQFH SHU WZHQW\ SDFNDJH RI FLJDUHWWHV LPSRVHG LQ WKH 'HFHPEHU  %XGJHW ZDV
VLJQLILFDQW DQG ZLOO KDYH SODFHG ,UHODQG HYHQ KLJKHU LQ WKH OHDJXH RI FRXQWULHV ZLWK KLJK
WD[ SROLFLHV
5HWDLO 3ULFH 0DQDJHPHQW ,Q DGGLWLRQ WR WKH KLJK WD[ VWUXFWXUH ,UHODQG KDV D XQLTXH
IHDWXUH ZKLFK SUHYHQWV GLVFRXQWLQJ DW UHWDLO OHYHO 7KH SULFHV VKRZQ UHIOHFWV WKH SULFH XVHG
WR GHWHUPLQH WD[HV DQG LQ PRVW FRXQWULHV WKH UHWDLOHU LV IUHH WR GLVFRXQW ,W LV KRZHYHU
LOOHJDO LQ ,UHODQG WR XVH SULFH DV D VDOHV SURPRWLRQ GHYLFH 7KLV PHDVXUH LV DW SUHVHQW
LQWHUSUHWHG DGPLQLVWUDWLYHO\ E\ WKH 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ RQ WKH EDVLV RI D
PHFKDQLVP XQGHU ZKLFK HDFK \HDU WKH 'HSDUWPHQW VHWV D SULFH IRU D SDFNHW RI  RI HDFK
RI WKH WKUHH FDWHJRULHV RI FLJDUHWWHV RQ WKH PDUNHW 8QGHU WKLV SURFHGXUH UHWDLOHUV DUH
SHUPLWWHG WR VHOO FLJDUHWWHV DW D SULFH GRZQ WR  RI WKH VHW SULFH $Q\ SULFH ORZHU WKDQ
 RI WKH VHW SULFH LV FRQVLGHUHG WR FRQWUDYHQH WKH 5HJXODWLRQV )ROORZLQJ GLVFXVVLRQV
ZLWK WKH (8 &RPPLVVLRQ WKLV PHDVXUH ZLOO QRZ EH HQVKULQHG LQ RXU OHJLVODWLRQ
7D[DWLRQ 3ROLF\ ,W VKRXOG EH QRWHG WKDW DFFRUGLQJ WR WKH :RUOG %DQN HYLGHQFH IURP
FRXQWULHV RI DOO LQFRPH OHYHOV VKRZV WKDW SULFH LQFUHDVHV RQ FLJDUHWWHV DUH KLJKO\ HIIHFWLYH
LQ UHGXFLQJ GHPDQG +LJKHU WD[HV LQGXFH VRPH VPRNHUV WR TXLW DQG SUHYHQW RWKHUV IURP
EHFRPLQJ DGGLFWHG 7KH\ DOVR UHGXFH WKH QXPEHU RI H[VPRNHUV ZKR UHWXUQ WR FLJDUHWWHV
3J 

&XUELQJ 7KH (SLGHPLF *RYHUQPHQWV DQG WKH (FRQRPLFV RI 7REDFFR &RQWURO 7KH :RUOG %DQN
:DVKLQJWRQ '& 0D\ 


















       
7D[
%DODQFH
Source: European Commission : Prices at Jan 1998
&KDUW  &LJDUHWWHV
3ULFH 86 SDFN
DQG UHGXFH FRQVXPSWLRQ DPRQJ FRQWLQXLQJ VPRNHUV 2Q DYHUDJH D SULFH ULVH RI 
SHUFHQW RQ D SDFN RI FLJDUHWWHV ZRXOG EH H[SHFWHG WR UHGXFH GHPDQG IRU FLJDUHWWHV E\
DERXW  SHUFHQW LQ KLJKLQFRPH FRXQWULHV DQG E\ DERXW  SHUFHQW LQ ORZLQFRPH DQG
PLGGOHLQFRPH FRXQWULHV ZKHUH ORZHU LQFRPHV WHQG WR PDNH SHRSOH PRUH UHVSRQVLYH WR
SULFH FKDQJHV &KLOGUHQ DQG DGROHVFHQWV DUH PRUH UHVSRQVLYH WR SULFH ULVHV WKDQ ROGHU
DGXOWV VR WKLV LQWHUYHQWLRQ ZRXOG KDYH D VLJQLILFDQW LPSDFW RQ WKHP
7KH :RUOG %DQN 5HSRUW DOVR FRQFOXGHV WKDW D XVHIXO \DUGVWLFN WR GHWHUPLQH WKH FRUUHFW
DPRXQW RI WD[HV PD\ EH WKH WD[ OHYHOV DGRSWHG DV SDUW RI WKH FRPSUHKHQVLYH WREDFFR
FRQWURO SROLFLHV RI D QXPEHU RI FRXQWULHV ZKHUH FLJDUHWWH FRQVXPSWLRQ KDV IDOOHQ ,Q VXFK
FRXQWULHV WKH WD[ FRPSRQHQW RI WKH SULFH RI D SDFN RI FLJDUHWWHV LV EHWZHHQ WZRWKLUGV DQG
IRXUILIWKV RI WKH UHWDLO FRVW &XUUHQWO\ LQ WKH KLJKLQFRPH FRXQWULHV WD[HV DYHUDJH DERXW
WZRWKLUGV RU PRUH RI WKH UHWDLO SULFH RI D SDFN RI FLJDUHWWHV ,Q ORZHULQFRPH FRXQWULHV
WD[HV DPRXQW WR QRW PRUH WKDQ KDOI WKH UHWDLO SULFH RI D SDFN RI FLJDUHWWHV
7KH UHSRUW DOVR FRPPHQWV RQ FRQFHUQV WKDW KLJKHU WD[ UDWHV ZLOO UHGXFH JRYHUQPHQW
UHYHQXHV ,W FRQFOXGHV WKDW UDLVLQJ WREDFFR WD[HV GRHV LQ IDFW EULQJ LQ JUHDWHU WREDFFR WD[
UHYHQXHV 7KLV LV H[SODLQHG LQ SDUW EHFDXVH WKH SURSRUWLRQDWH UHGXFWLRQ LQ GHPDQG GRHV
QRW PDWFK WKH SURSRUWLRQDWH VL]H RI WKH WD[ LQFUHDVH VLQFH DGGLFWHG FRQVXPHUV UHVSRQG
UHODWLYHO\ VORZO\ WR SULFH ULVHV 7KH UHSRUW FRQFOXGHG WKDW PRGHVW LQFUHDVHV LQ FLJDUHWWH
WD[HV RI  SHUFHQW ZRUOGZLGH ZRXOG LQFUHDVH WREDFFR WD[ UHYHQXHV E\ DERXW  SHUFHQW
RYHUDOO ZLWK WKH HIIHFWV YDU\LQJ E\ FRXQWU\
$QRWKHU FRQFHUQ RIWHQ H[SUHVVHG LV WKDW KLJKHU WD[HV ZLOO OHDG WR PDVVLYH LQFUHDVHV LQ
VPXJJOLQJ WKHUHE\ NHHSLQJ FLJDUHWWH FRQVXPSWLRQ KLJK EXW UHGXFLQJ JRYHUQPHQW
UHYHQXHV 6PXJJOLQJ LV D VHULRXV SUREOHP EXW DFFRUGLQJ WR WKH :RUOG %DQN UHSRUW HYHQ
ZKHUH LW RFFXUV DW KLJK UDWHV WD[ LQFUHDVHV VWLOO EULQJ JUHDWHU UHYHQXHV DQG UHGXFH RYHUDOO
FRQVXPSWLRQ
$ IXUWKHU FRQFHUQ LV WKDW LQFUHDVHV LQ FLJDUHWWH WD[HV ZLOO KDYH D GLVSURSRUWLRQDWH LPSDFW
RQ ORZHU LQFRPH FRQVXPHUV ([LVWLQJ WREDFFR WD[HV GR FRQVXPH D KLJKHU VKDUH RI WKH
ORZHU LQFRPH FRQVXPHUV
 IXQGV +RZHYHU WKH LPSDFW RI WKH HQWLUH WD[ DQG H[SHQGLWXUH
V\VWHP QHHGV WR EH FRQVLGHUHG
7DU &RQWHQWV :H FRQWURO E\ ODZ WKH WDU FRQWHQW RI WREDFFR SURGXFWV 7KHUH LV KRZHYHU
QR VDIH OHYHO RI WDU
(GXFDWLRQ
+HDOWK 3URPRWLRQ &DPSDLJQV  7KH +HDOWK 3URPRWLRQ 8QLW RI WKH 'HSDUWPHQW RI +HDOWK
DQG &KLOGUHQ FRQGXFWV RQ DQ RQJRLQJ EDVLV PXOWLPHGLD FDPSDLJQV
7KH ,
P 2QH /HVV FDPSDLJQ ZDV LQ RSHUDWLRQ GXULQJ WKH SHULRG  7KLV ZDV D
PXOWLPHGLD FDPSDLJQ LQYROYLQJ WHOHYLVLRQ UDGLR DQG RXWGRRU DGYHUWLVLQJ DLPHG ODUJHO\ DW
\RXQJ SHRSOH ,W ZDV GLUHFWHG DW HQFRXUDJLQJ WKH IULHQGV UHODWLYHV DQG SHHUV RI VPRNHUV
WR DGRSW D SRVLWLYH DQG VXSSRUWLYH UROH LQ KHOSLQJ WKHP WR VWRS VPRNLQJ
7KH FDPSDLJQ 6D\ ZKDW \RX OLNHVPRNLQJ NLOOV ZDV ODXQFKHG LQ 1RYHPEHU  7KH
FDPSDLJQ XVHG WHOHYLVLRQ UDGLR RXWGRRU DQG SULQW DGYHUWLVLQJ LQ DQ HIIRUW WR UDLVH
3J 
DZDUHQHVV RI WKH LVVXH ,W ZDV HYDOXDWHG E\ WKH &HQWUH IRU +HDOWK 3URPRWLRQ 6WXGLHV LQ
8QLYHUVLW\ &ROOHJH *DOZD\ DQG VKRZHG D KLJK DZDUHQHVV RI WKH FDPSDLJQ PHVVDJH
%DVHG RQ WKDW HYDOXDWLRQ D QHZ FDPSDLJQ %UHDN WKH +DELW IRU *RRG ZDV SODQQHG DQG
ODXQFKHG LQ ODWH  7KLV FDPSDLJQ WRRN D VOLJKWO\ GLIIHUHQW DSSURDFK WKDQ SUHYLRXV
FDPSDLJQV DQG HPSKDVLVHG WKH SRVLWLYH HIIHFWV ZKLFK TXLWWLQJ VPRNLQJ FDQ KDYH RQ WKH
LQGLYLGXDO 7KH FDPSDLJQ RIIHUHG E\ PHDQV RI D VHULHV RI QDWLRQDO DQG ORFDO LQLWLDWLYHV
KHOS DQG VXSSRUW IRU SHRSOH ZLVKLQJ WR TXLW VPRNLQJ 7KH FDPSDLJQ ZDV UXQ LQ FRQMXQF
WLRQ ZLWK WKH ,ULVK &DQFHU 6RFLHW\ DQG WKH UHJLRQDO KHDOWK ERDUGV
6PRNLQJ &RQWURO 3ROLFLHV LQ WKH :RUNSODFH 7KH 9ROXQWDU\ &RGH RQ 6PRNLQJ LQ WKH
:RUNSODFH ZDV GHYHORSHG E\ WKH +HDOWK 3URPRWLRQ 8QLW RI WKH 'HSDUWPHQW RI +HDOWK DQG
&KLOGUHQ ZLWK WKH VXSSRUW RI WKH ,ULVK &RQJUHVV RI 7UDGH 8QLRQV WKH ,ULVK %XVLQHVV DQG
(PSOR\HUV &RQIHGHUDWLRQ WKH ,ULVK &DQFHU 6RFLHW\ WKH ,ULVK +HDUW )RXQGDWLRQ DQG WKH
+HDOWK DQG 6DIHW\ $XWKRULW\ 7KH &RGH LV LQFOXGHG LQ D ERRNOHW HQWLWOHG :RUNLQJ
7RJHWKHU IRU &OHDQHU $LU DQG ZDV GLVWULEXWHG WR RYHU  FRPSDQLHV VWDWH DQG
VHPLVWDWH LQVWLWXWLRQV LQ ODWH  7KLV &RGH HQFRXUDJHV D FRQVHQVXDO DSSURDFK WR
VPRNLQJ FRQWURO SROLFLHV WKURXJK D FRQVXOWDWLRQ SURFHVV EHWZHHQ VWDII DQG PDQDJHPHQW
LQWHUHVWV
2WKHU +HDOWK 3URPRWLRQ LQLWLDWLYHV LQ UHODWLRQ WR 6PRNLQJ 7KH +38 DOVR FRRUGLQDWHV
WZR VFKRROV SURJUDPPHV ZKLFK VHHN WR SUHYHQW \RXQJ SHRSOH WDNLQJ XS VPRNLQJ LQ WKH
ILUVW LQVWDQFH
6&5$3 7KH 6PRNLQJ 5HGXFWLRQ $FWLRQ 3URJUDPPH 6&5$3 LV D SHHUOHG DQWL
VPRNLQJ SURJUDPPH IRU VFKRROV ZKLFK ZDV GHYHORSHG E\ WKH 'HSDUWPHQW RI +HDOWK
DQG &KLOGUHQ LQ FRQMXQFWLRQ ZLWK WKH ,ULVK &DQFHU 6RFLHW\ WKH 1DWLRQDO <RXWK )HGHUD
WLRQ DQG ZLWK VXSSRUW IURP WKH 'HSDUWPHQW RI (GXFDWLRQ
6PRNH %XVWHUV 7KH 6PRNHEXVWHUV SURMHFW ZKLFK LV DLPHG DW SULPDU\ VFKRRO
FKLOGUHQ  \HDUV LQ DQ XUEDQ HQYLURQPHQW ZDV GHYHORSHG E\ WKH ,ULVK &DQFHU
6RFLHW\ WKH 'HSDUWPHQWV RI +HDOWK DQG &KLOGUHQ DQG (GXFDWLRQ DQG WKH (DVWHUQ
+HDOWK %RDUG
1*2V 7KH +HDOWK 3URPRWLRQ 8QLW LQ DVVRFLDWLRQ ZLWK YROXQWDU\ DJHQFLHV DFWLYH LQ WKLV
DUHD SURGXFHV D UDQJH RI PDWHULDOV LQFOXGLQJ OHDIOHWV DQG SRVWHUV FRQWDLQLQJ LQIRUPDWLRQ
RQ VPRNLQJ DQG HQFRXUDJLQJ VPRNHUV WR TXLW
1DWLRQDO 1R 6PRNLQJ 'D\ (DFK \HDU WKH 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
FRRUGLQDWH D 1DWLRQDO $QWL6PRNLQJ &DPSDLJQ ZKLFK FRPPHQFHV RQ 1DWLRQDO 1R
6PRNLQJ 'D\ $VK :HGQHVGD\
3J 
7KH 2XWFRPH IURP 7KHVH 0HDVXUHV
6WUHQJWKV
^ 7KH SUHYDOHQFH RI VPRNLQJ KDV UHGXFHG IURP  LQ WKH PLGV WR DERXW  LQ
WKH HDUO\ 
V DQG  FXUUHQWO\
^ 7KH SURSRUWLRQ RI KRXVHKROG LQFRPH VSHQW RQ WREDFFR KDV QHDUO\ KDOYHG
^ %HWWHU SXEOLF DZDUHQHVV RI WKH GDQJHUV RI VPRNLQJ (YHU\RQH QRZ DFNQRZOHGJHV WKDW
WREDFFR VHULRXVO\ GDPDJHV \RXU KHDOWK
^ ,UHODQG KDV DQ HVWDEOLVKHG ZRUOZLGH OHDGHUVKLS UROH LQ WKH ILJKW DJDLQVW WREDFFR
^ 5HVWULFWLRQV RQ VPRNLQJ DUH QRZ DFFHSWHG E\ DQG DUH HYHQ SRSXODU ZLWK HYHU\RQH
LQFOXGLQJ VPRNHUV
^ 7REDFFR DGYHUWLVLQJ LV UHODWLYHO\ ORZ NH\ LQ ,UHODQG DQG VSRQVRUVKLS DUUDQJHPHQWV DUH
GZLQGOLQJ HDFK \HDU 7KH WREDFFR LQGXVWU\ DFFHSWV WKH LQHYLWDELOLW\ RI IXUWKHU
UHVWULFWLRQV
^ 3HRSOH IURP KLJKHU LQFRPH JURXSV DUH IDU OHVV OLNHO\ WR VPRNH WKDQ LQ WKH SDVW
:HDNQHVVHV
7KHUH DUH WZR EDVLF IDFWV ZKLFK GHVSLWH WKH JRRG QHZV PXVW JLYH XV FDXVH IRU FRQFHUQ
YL] DW OHDVW  RI WKH SRSXODWLRQ VWLOO VPRNH DQG WKH HYLGHQFH QRZ HPHUJLQJ VXJJHVW
WKLV LV LQFUHDVLQJ $ERXW WZR WKLUGV RI DOO FKLOGUHQ VWLOO H[SHULPHQW ZLWK WREDFFR DQG RYHU
D TXDUWHU DUH KDELWXDO VPRNHUV 7KHUH LV DOVR JURZLQJ HYLGHQFH WKDW WKH QXPEHUV RI
FKLOGUHQ HVSHFLDOO\ JLUOV ZKR VPRNH LV RQ WKH LQFUHDVH :H KDYH LGHQWLILHG WKH PDLQ
GHILFLWV LQ RXU SUHVHQW DUUDQJHPHQWV DV IROORZV
^ /DFN RI ,QIRUPDWLRQ :H KDYH KDG QR GHILQHG V\VWHP IRU JDWKHULQJ DQG
FRUUHODWLQJ LQIRUPDWLRQ DERXW WREDFFR DQG LWV XVH LQ ,UHODQG 7KH UHFHQW /LIHVW\OHV
6XUYH\V6ODQ SURYLGH D QHZ UHVSRQVH WR WKLV GHILFLW LQ UHODWLRQ WR VPRNLQJ
SUHYDOHQFH %HWWHU LQIRUPDWLRQ OHDGV WR PRUH HIIHFWLYH WDUJHWLQJ RI HGXFDWLRQ DQG
RWKHU LQWHUYHQWLRQV WRZDUGV YXOQHUDEOH JHRJUDSKLFDO DUHDV DQG FOLHQW JURXSV
^ 3XEOLF $ZDUHQHVV DQG 2SLQLRQ 3XEOLF FRQVFLRXVQHVV DQG FRQVFLRXVQHVV DPRQJ
NH\ LQIOXHQFHUV RI SXEOLF RSLQLRQ DERXW WKH ULVNV WR KHDOWK IURP WREDFFR QHHGV WR EH
UDLVHG IXUWKHU ZH KDYH QR GHILQHG SURJUDPPHV WR DGGUHVV WKLV 5DLVLQJ
FRQVFLRXVQHVV HVSHFLDOO\ DPRQJ OHDGHUVKLS JURXSV LV FULWLFDO WR HIIHFWLQJ DWWLWXGH
FKDQJH D QHFHVVDU\ SUHUHTXLVLWH WR FKDQJH LQ EHKDYLRXU 4XDOLW\ LQIRUPDWLRQ LV
HVVHQWLDO WR WKLV SURFHVV 5HDGLO\ XQGHUVWRRG WUXWKIXO LQIRUPDWLRQ DERXW WKH KD]DUGV
RI WREDFFR LV DOVR QHFHVVDU\ WR HQVXUH SHRSOH KDYH D VHQVH RI RZQHUVKLS RI WKH
SXEOLF KHDOWK PHVVDJH 7KH QHJDWLYH LPSDFW RI WKH WREDFFR LQGXVWU\
V SXEOLF
UHODWLRQV SURJUDPPHV LV QRW VSHFLILFDOO\ DGGUHVVHG
^ 5HPHGLDO 0HDVXUHV 7KHUH DUH LQVXIILFLHQW VXSSRUWV IRU WKRVH VHHNLQJ WR TXLW 
HVSHFLDOO\ IRU FKLOGUHQ ZKR DUH DGGLFWHG 5HPHGLDO PHDVXUHV DUH QRW VXIILFLHQWO\
LQWHJUDWHG LQWR RXU PDLQ VWUHDP KHDOWK FDUH V\VWHPV
^ 3URWHFWLRQ ([LVWLQJ /DZV 7KHUH DUH GHILFLHQFLHV LQ RXU ODZV HVSHFLDOO\ LQ
UHODWLRQ WR HQIRUFHPHQW &RPSOLDQFH ZLWK HQYLURQPHQWDO FRQWUROV LV H[FHOOHQW LQ
FHUWDLQ ORFDWLRQV DQG VSRUDGLF LQ RWKHUV :H GR QRW KDYH D SURDFWLYH SURJUDPPH RI
LQVSHFWLRQ
3J 
^ 3URWHFWLRQ $GYHUWLVLQJ DQG 6SRQVRUVKLS 2XU H[LVWLQJ FRQWUROV RQ WREDFFR
DGYHUWLVLQJ DUH QRW HIIHFWLYH 7REDFFR DGYHUWLVLQJ VWLOO LPSDFWV RQ FKLOGUHQ 7KHUH LV
HYLGHQFH WKDW WKH LQGXVWU\ LV QRW FRPSO\LQJ ZLWK H[LVWLQJ DUUDQJHPHQWV UHJDUGLQJ
VSRQVRUVKLS HVSHFLDOO\ RI ORFDO HYHQWV
^ 3URWHFWLRQ 5HWDLO 7KH SUHVHQW DUUDQJHPHQWV IRU UHWDLOHUV DUH QRW SURYLQJ WR EH
HIIHFWLYH EDUULHUV EHWZHHQ WKH WREDFFR LQGXVWU\ DQG FKLOGUHQ
^ 3URWHFWLRQ (QYLURQPHQWDO 7REDFFR 6PRNH 2XU SUHVHQW DUUDQJHPHQWV GR QRW
DGHTXDWHO\ DVVHUW WKH SULPDF\ RI WKH QRQ VPRNHU
V ULJKWV ,Q UHODWLRQ WR SDVVLYH
VPRNLQJ ZH KDYH SURYLGHG D KLJKHU RUGHU RI SURWHFWLRQ WR SXEOLF VHUYDQWV DQG
HPSOR\HHV LQ WKH ILQDQFLDO VHUYLFHV VHFWRU WKDQ WR WKH JHQHUDO ZRUN IRUFH 7KLV OHYHO
RI SURWHFWLRQ QHHGV WR EH H[WHQGHG WR DOO ZRUNHUV
,I ZH DUH WR PDNH IXUWKHU SURJUHVV WKHQ ZH QHHG WR EXLOG RQ RXU SDVW VXFFHVVHV ZKLOH
DGGUHVVLQJ WKH ZHDNQHVVHV RXWOLQHG DERYH
2SSRUWXQLW\
^ 7KH QHHG WR WUDQVSRVH (XURSHDQ 8QLRQ OHJLVODWLRQ FRPELQHG ZLWK WKH QHZ
UHYHODWLRQV DERXW WKH PDUNHWLQJ SUDFWLFHV RI WKH LQGXVWU\ SUHVHQWV XV ZLWK D XQLTXH
RSSRUWXQLW\ WR UHYLHZ RXU DUUDQJHPHQWV 7KH 6WUDWHJLF 0DQDJHPHQW ,QLWLDWLYH DOVR
HQDEOHV XV WR ORRN VWUDWHJLFDOO\ DW WKLV LVVXH DQG WR VHH LW LQ LWV SURSHU FRQWH[W LH WKH
VLQJOH ELJJHVW SUHYHQWDEOH FDXVH RI SUHPDWXUH GHDWK
7KUHDWV
^ 7KH PRVW VLJQLILFDQW WKUHDWV ZH IDFH FRPH IURP DQ H[FHVV RI HQWKXVLDVP RQ WKH RQH
KDQG ZKLFK ZRXOG VHUYH WR DOLHQDWH UDWKHU WKDQ SHUVXDGH SHRSOH DQG RQ WKHQ RWKHU
KDQG WKH YHU\ FRQVLGHUDEOH UHVRXUFHV DQG VNLOOV RI WKH WREDFFR LQGXVWU\ ZKR VHHN WR
SHUVXDGH SHRSOH WKDW VPRNLQJ LV DQ LVVXH RI SHUVRQDO IUHHGRP WKDW WKH GDQJHUV DUH
H[DJJHUDWHG RU VR UHPRWH LQ WLPH DV WR EH LUUHOHYDQW WR WKH \RXQJ VPRNHU
6XPPDU\
'HVSLWH WKH FRQVLGHUDEOH VXFFHVV RI RXU H[LVWLQJ UHVSRQVH WR WKH WREDFFR SUREOHP WKH
SUHVHQW DUUDQJHPHQWV DUH XQOLNHO\ WR \LHOG IXUWKHU SURJUHVV LQ WKLV YLWDO SXEOLF KHDOWK
REMHFWLYH
3J 
&KDSWHU  )XWXUH 'LUHFWLRQ
0LVVLRQ
2XU PLVVLRQ LV WR SURPRWH D 7REDFFR )UHH 6RFLHW\
3URKLELWLRQ
,I WREDFFR ZHUH WR DSSHDU IRU WKH ILUVW WLPH WRGD\ LWV VDOH ZRXOG QRW EH SHUPLWWHG :KHQ D
QHZ SURGXFW VPRNHOHVV RU FKHZLQJ WREDFFR DSSHDUHG RQ WKH LQWHUQDWLRQDO PDUNHWV ZH
EDQQHG LW FRPSOHWHO\ LQ ,UHODQG +RZHYHU WREDFFR XVDJH KDV EHHQ HVWDEOLVKHG IRU PDQ\
FHQWXULHV LQ ,UHODQG WKRXJK LW LV RQO\ LQ ILUVW KDOI RI WKH WZHQWLHWK FHQWXU\ WKDW LW JDLQHG D
VWURQJ IRRWKROG
7KHUH KDYH EHHQ XQGHUVWDQGDEOH FDOOV IRU DQ RXWULJKW EDQ RQ WREDFFR EXW WKLV LV QRW
DFKLHYDEOH DW SUHVHQW EHFDXVH RI WKH KLJK QXPEHUV RI SHUVRQV ZKR DUH DGGLFWHG WR WKH
SURGXFW DQG EHFDXVH RI WKH UHDG\ DYDLODELOLW\ RI WREDFFR SURGXFWV LQ QHLJKERXULQJ
MXULVGLFWLRQV $ FRPSOHWH EDQ ZRXOG LQ RXU RSLQLRQ OHDG WR WKH HPHUJHQFH RI D
VXEVWDQWLDO EODFN PDUNHW LQ VPXJJOHG SURGXFW ZLWK LWV DVVRFLDWHG FULPLQDOLW\
3ULRULWLHV
,Q DOO RXU DFWLRQV RXU SULRULW\ ZLOO EH WR SURWHFW \RXQJ SHRSOH EHIRUH WKH\ EHFRPH
DGGLFWHG 5HVHDUFK VKRZV WKDW YLUWXDOO\ DOO QHZ VPRNHUV EHFRPH DGGLFWHG ZKLOH WKH\ DUH
VWLOO FKLOGUHQ ,W PXVW DOVR EH QRWHG WKDW DGXOWV DUH UROH PRGHOV IRU LPSUHVVLRQDEOH FKLOGUHQ
DQG DFFRUGLQJO\ ZH QHHG WR UHGXFH FKLOGUHQ
V H[SRVXUH WR DGXOWV DV WKH\ VPRNH
:H NQRZ WKDW LQ ,UHODQG XS WR WZR WKLUGV RI DOO FKLOGUHQ KDYH H[SHULPHQWHG ZLWK WREDFFR
EHIRUH WKH\ UHDFK DGXOWKRRG :H DUH VWDWLVILHG WKDW QR VWUDWHJ\ ZLOO EH HIIHFWLYH LI WKLV IDFW
LV QRW DGGUHVVHG 5HDO DQG VXEVWDQWLDO HIIRUWV KDYH WR EH PDGH WR SHUVXDGH DQG DVVLVW
FKLOGUHQ ZKR DUH DOUHDG\ VPRNLQJ WR TXLW ZKLOH GHFLVLYH DFWLRQ LV QHHGHG WR LQWHUUXSW WKLV
F\FOH RI FKLOGKRRG DGGLFWLRQ
<RXQJ SHRSOH LQ JHQHUDO DUH YHU\ RSHQ WR FKDQJH DQG UHDGLO\ DFFHSW WKH FKDOOHQJHV WKDW
FKDQJH EULQJV 7KH ,ULVK SRSXODWLRQ LV D \RXQJ HGXFDWHG RQH FDSDEOH RI XQGHUVWDQGLQJ
DQG UHMHFWLQJ WREDFFR 7KLV GHPRJUDSKLF ZLQGRZ SUHVHQWV XV ZLWK D XQLTXH RSSRUWXQLW\
WR FKDQJH VRFLDO EHKDYLRXU LQ D SRVLWLYH DQG UDGLFDO ZD\ 7KLV RSSRUWXQLW\ LV KRZHYHU
DOVR RSHQ WR WKH WREDFFR LQGXVWU\ ZKR KDYH FRQVLGHUDEOH PDUNHWLQJ VNLOOV DQG DOPRVW
HQGOHVV UHVRXUFHV WR IRFXV RQ UHFUXLWLQJ QHZ VPRNHUV :H KDYH WR LQFUHDVH RXU HIIRUWV WR
H[SRVH WKH KDUPIXO SURSDJDQGD RI WKH WREDFFR LQGXVWU\ DQG UHSODFH LW ZLWK UHDO
LQIRUPDWLRQ WKDW UHIOHFWV WKH WUXWK DERXW VPRNLQJ LQ D PDQQHU WKDW HQJDJHV UDWKHU WKDQ
DOLHQDWHV \RXQJ SHRSOH ,W LV SDUWLFXODUO\ LPSRUWDQW WKDW ZH EULQJ \RXQJ SHRSOH ZLWK XV DQG
QRW WXUQ WREDFFR LQWR VRPH H[FLWLQJ SURKLELWHG VXEVWDQFH ZKLFK FRXOG EH XVHG DV DQ
H[SUHVVLRQ RI UHEHOOLRQ DQG GHILDQFH
&UHDWLRQ RI D WREDFFRIUHH HQYLURQPHQW IRU FKLOGUHQ UHTXLUHV ULJRURXV DQG VXVWDLQHG
PXOWLSOH DFWLRQV WKDW IRFXV RQ UHGXFLQJ SUHYDOHQFH RI WREDFFR XVH
3J 
6WUDWHJ\
7R IXUWKHU WKLV SROLF\ ZH KDYH VHW IRXU NH\ VWUDWHJLF REMHFWLYHV
2EMHFWLYH  7R &KDQJH $WWLWXGHV
,W LV RXU YLHZ WKDW WKH HIILFDF\ RI RXU H[LVWLQJ PHDVXUHV LV FRPSURPLVHG E\ D VRFLDO
DPELYDOHQFH WRZDUGV WREDFFR XVH 7KLV DPELYDOHQFH LV IRVWHUHG DQG SURPRWHG E\ D YDULHW\
RI IDFWRUV QRW OHDVW WKH PDUNHWLQJ DFWLYLWLHV RI WKH WREDFFR LQGXVWU\ $ FKDQJH RI SXEOLF
DWWLWXGH WRZDUGV WREDFFR XVH LV DQ HVVHQWLDO SUHFXUVRU WR FKDQJH LQ VRFLDO EHKDYLRXU 7KLV
DWWLWXGLQDO FKDQJH FDQ EH HIIHFWHG E\ SRVLWLYH SURJUDPPHV GHOLYHULQJ UHDO DQG WUXWKIXO
LQIRUPDWLRQ LQ UHDGLO\ XQGHUVWDQGDEOH IRUPV ,W LV DOVR HVVHQWLDO WKDW IDOVH RU PLVOHDGLQJ
LQIRUPDWLRQ VKRXOG EH FKDOOHQJHG ,Q D PRGHUQ VRFLHW\ HDFK SHUVRQ KDV WKH ULJKW WR EH
IXOO\ DQG WUXWKIXOO\ LQIRUPHG DERXW WKRVH IDFWRUV ZKLFK DIIHFW WKHLU KHDOWK DQG ZHOO EHLQJ
:H QHHG WKHUHIRUH WR SXW LQ SODFH PHDVXUHV ZKLFK ZLOO HQVXUH WKDW VPRNHUV DQG QRQ
VPRNHUV DOLNH HVSHFLDOO\ WKRVH LQ OHDGHUVKLS RU ZKR KDYH VRFLDO LQIOXHQFH FDQ DFFHVV
WUXWKIXO LQIRUPDWLRQ DERXW WREDFFR ,W LV DOVR HVVHQWLDO LI DWWLWXGLQDO FKDQJH LV WR OHDG WR
FKDQJH LQ EHKDYLRXU WKDW WKH UHVWULFWLRQV LPSRVHG RQ WKH LQGXVWU\ DQG RQ VPRNLQJ LQ
JHQHUDO DUH SURSHUO\ HQIRUFHG 7KHVH DUUDQJHPHQWV ZLOO IRFXV RQ IRXU DUHDV
7KH SRVLWLYH VRFLDO DQG SHUVRQDO KHDOWK JDLQV WR EH HQMR\HG IURP D WREDFFR IUHH
OLIHVW\OH
7KH GDQJHURXV SURSHUWLHV RI WREDFFR VPRNH DQG WKH DGGLFWLYH QDWXUH RI QLFRWLQH
7KH QHJDWLYH PDUNHWLQJ VWUDWHJLHV RI WKH WREDFFR LQGXVWU\
 $ SURDFWLYH HQIRUFHPHQW SURJUDPPH
2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU
'HVSLWH KLJK UHFLGLYLVP SURJUDPPHV WR DVVLVW VPRNHUV WR TXLW DUH YDOXDEOH DQG DV D
VHFRQGDU\ RXWSXW KHOS WR UHDIILUP WKH PHVVDJH WKDW VPRNLQJ LV DGGLFWLYH DQG WR HQVXUH
WKDW VPRNHUV ZLOO DFWLYHO\ GLVFRXUDJH WKHLU FKLOGUHQ IURP VPRNLQJ $ YDULHW\ RI
SURJUDPPHV DOUHDG\ H[LVW WR DVVLVW VPRNHUV WR TXLW DQG WKHUH LV D QHHG IRU IXUWKHU UHVHDUFK
DQG DFWLRQV ZKLFK UHGXFH WKH SUHVHQW UDWHV RI UHFLGLYLVP )XUWKHU LQLWLDWLYHV ZLOO DOVR EH
GHYHORSHG ZKLFK IRFXV RQ WKH XQLTXH QHHGV RI FKLOG VPRNHUV ,W VKRXOG EH QRWHG WKDW
DERXW  RI VPRNHUV ZDQW WR TXLW
2EMHFWLYH  7R 3URWHFW
7KHUH LV QRZ LUUHIXWDEOH HYLGHQFH WKDW HQYLURQPHQWDO WREDFFR VPRNH LV D UHDO DQG
VXEVWDQWLDO WKUHDW WR KHDOWK :H LGHQWLI\ VL[ NH\ ORFDWLRQV ZKHUH SHRSOH DUH FRPSHOOHG WR
EH DQG LQ ZKLFK WKH\ QHHG WR EH JLYHQ SULRULW\ SURWHFWLRQ DJDLQVW WREDFFR VPRNH YL]
 (QFORVHG ZRUNSODFHV
 3ODFHV RI HVVHQWLDO FRPPHUFLDO WUDQVDFWLRQV
 3XEOLF WUDQVSRUW





2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
:H SURSRVH WR JLYH D GLVWLQFW IRFXV WR WKH QHHG WR DVVLVW FKLOGUHQ ZKR DUH DGGLFWHG WR
WREDFFR DQG WR SURYLGH DQ HIIHFWLYH V\VWHP RI SURWHFWLRQ IRU QRQ VPRNLQJ FKLOGUHQ :H
LGHQWLI\ ILYH SULRULW\ DUHDV WR EH DGGUHVVHG
5HPHGLDO SURJUDPPHV IRU FKLOG VPRNHUV
3URJUDPPHV ZKLFK LQIRUP DQG HPSRZHU FKLOGUHQ
7KH WREDFFR LQGXVWULHV
 DFFHVV WR FKLOGUHQ
0DUNHWLQJ SUDFWLFHV ZKLFK LPSDFW RQ FKLOGUHQ
6PRNLQJ LQ SODFHV PDLQO\ XVHG E\ FKLOGUHQ
7KLV REMHFWLYH LV DW WKH KHDUW RI WKH SURSRVHG LQLWLDWLYH 7KH JURXS ZLVKHV WR HPSKDVLVH LWV
DEKRUUHQFH DW WKH IDFW RI HLJKW DQG QLQH \HDU ROG FKLOGUHQ VPRNLQJ DQG IHHO WKDW HYHU\RQH
LV VRFLHW\ KDV D GXW\ WR HOLPLQDWH VXFK D SUDFWLFH IURP WKH UHDOPV RI VRFLDO DFFHSWDELOLW\
)XUWKHUPRUH LW VKRXOG EH D FULPLQDO RIIHQFH IRU DQ\RQH WR VHHN WR LQGXFH \RXQJ FKLOGUHQ
WR VPRNH HLWKHU E\ ZD\ RI D GHOLEHUDWH DFW RU E\ VKRZLQJ D UHFNOHVV GLVUHJDUG IRU
FKLOGUHQ




,Q SXUVXLW RI RXU REMHFWLYHV ZH SURSRVH D VHYHQ WLHU DFWLRQ SODQ
Y7LHU  %HWWHU &RPPXQLFDWLRQ DQG (GXFDWLRQ ZKLFK ZRXOG UDLVH SXEOLF
DZDUHQHVV DQG HPSRZHU WKH FRPPXQLW\
Y7LHU  0RUH +HOS IRU 6PRNHUV WR 4XLW E\ SURYLGLQJ WKHP ZLWK VSHFLILF VXSSRUW
Y7LHU  7RXJKHU 5HJXODWLRQ RI WKH 7REDFFR LQGXVWU\ WR HOLPLQDWH LQGXFHPHQWV WR
FKLOGUHQ WR H[SHULPHQW ZLWK WREDFFR DQG WR HQVXUH WKDW VPRNHUV DUH IXOO\ LQIRUPHG E\
WKH WREDFFR LQGXVWU\ RI WKH ULVNV WKH\ DUH XQGHUWDNLQJ
Y7LHU  )XUWKHU 3URWHFWLRQ DJDLQVW WKH KDUPIXO HIIHFWV RI SDVVLYH VPRNLQJ
Y7LHU :H ZLOO EXLOG %HWWHU &RPSOLDQFH ZLWK WKH /DZ E\ LQIRUPLQJ DQG
HGXFDWLQJ NH\ SHRSOH LQ SRVLWLRQV RI UHVSRQVLELOLW\ LQ RUGHU WKDW RXU ODZV DUH
DFFHSWHG E\ WKH ZLGHU FRPPXQLW\ DQG E\ D SUR DFWLYH DSSURDFK WR ODZ HQIRUFHPHQW
Y7LHU  ([WHQGLQJ 2ZQHUVKLS RI WKH 7REDFFR )UHH 6RFLHW\ LQLWLDWLYH LW UHTXLUHV
WRWDO FRPPXQLW\ FRPPLWPHQW DQG HQJDJHPHQW WR FUHDWH D WREDFFR IUHH VRFLHW\
Y7LHU  ,QWHUQDWLRQDO &RRSHUDWLRQ ZKLFK DGGUHVVHV WKH IDFW WKDW WREDFFR SURGXFWV
DUH PDUNHWHG JOREDOO\
7KH IROORZLQJ SDUDJUDSKV RXWOLQH LQ VRPH PRUH GHWDLO WKH UDWLRQDO DQG VSHFLILF FRQWHQW RI
HDFK RI WKHVH WLHUV
3J 
7LHU  %HWWHU &RPPXQLFDWLRQV DQG (GXFDWLRQ
 $ 3XEOLF 5HODWLRQV 3URJUDPPH $ 3XEOLF UHODWLRQV SURJUDPPH LV QHHGHG ZKLFK ZLOO
IRFXV RQ HQJDJLQJ WKH FRPPLWPHQW RI VSHFLILF OHDGHUVKLS JURXSV DQG NH\ LQIOXHQFHV LQ
VRFLHW\ LH FRPPXQLW\ OHDGHUV DV ZHOO DV OHDGHUV LQ SROLWLFDO LQGXVWULDO HQWHUWDLQPHQW DQG
FRPPXQLFDWLRQV VHFWRUV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH
 7R )RFXV RQ &KLOGUHQ
 $ 6SRQVRUVKLS 3URJUDPPH $ SURJUDPPH RI VSRQVRUVKLS RI QDWLRQDO FKLOGUHQ
V
HYHQWV LQ UHWXUQ IRU SRVLWLYH H[SRVXUH IRU WKH 7REDFFR )UHH 6RFLHW\ LQLWLDWLYH ZRXOG EXLOG
SRVLWLYH DVVRFLDWLRQV LQ FKLOGUHQ
V PLQGV ZLWK D WREDFFR IUHH OLIHVW\OH 2EMHFWLYHV VHUYHG
2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 ,PSURYHG 3XEOLF .QRZOHGJH RI 7REDFFR &RQWURO /DZV 'HGLFDWHG UHVRXUFHV KDYH
DOUHDG\ EHHQ SURYLGHG WR WKH (QYLURQPHQWDO +HDOWK 2IILFHUV $VVRFLDWLRQ WR RUJDQLVH
DQQXDO FRQIHUHQFHV RQ HQYLURQPHQWDO KHDOWK PDWWHUV 7REDFFR FRQWUROV ZLOO IHDWXUH
SURPLQHQWO\ LQ WKHVH FRQIHUHQFHV2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV
2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 7REDFFR ,QIRUPDWLRQ DQG 5HVRXUFH &HQWUH 7KH 0LQLVWHU KDV DOUHDG\ DJUHHG WR WKH
HVWDEOLVKPHQW RI D QDWLRQDO 7REDFFR ,QIRUPDWLRQ DQG 5HVRXUFH &HQWUH 6SHFLILF IXQGV
KDYH EHHQ DOORFDWHG LQ  WR IDFLOLWDWH WKH GHYHORSPHQW RI WKLV SURMHFW LQ DVVRFLDWLRQ
ZLWK $6+ ,UHODQG 7KLV ZLOO EH DQ DFDGHPLF FHQWUH ZKLFK ZLOO GHYHORS DQG PDLQWDLQ D
GDWDEDVH RQ DOO DVSHFWV RI WREDFFR DQG KHDOWK ZLWK SDUWLFXODU HPSKDVLV RQ WKH VXSSO\ VLGH
6FLHQWLILF (FRQRPLF /HJDO &RPPHUFLDO HWF 7KLV PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH
LQ WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\ 5HFRPPHQGDWLRQ 5 DQG  ,W ZLOO
SURYLGH DVVLVWDQFH WR SHUVRQV LQWHUHVWHG LQ UHVHDUFKLQJ WREDFFR LVVXHV ,W ZLOO FRQFHQWUDWH
DV D SULRULW\ RQ GHYHORSLQJ LQIRUPDWLRQ SHUWLQHQW WR FKLOGUHQ  2EMHFWLYHV VHUYHG
2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
)RFXV RQ &KLOGUHQ
 &OLQLFDO 5HVHDUFK 7KH +HDOWK 5HVHDUFK %RDUG ZLOO EH DVNHG WR GHYHORS D GLVWLQFW
SURJUDPPH RI UHVHDUFK RQ WKH FOLQLFDO DVSHFWV RI FKLOGKRRG DGGLFWLRQ WR WREDFFR
2EMHFWLYHV VHUYHG 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ
&KLOGUHQ
 $Q (QKDQFHG +HDOWK (GXFDWLRQ 3URJUDPPH $ VLJQLILFDQW LQFUHDVH LQ DOORFDWLRQ
ZLOO EH SURYLGHG WR DXJPHQW H[LVWLQJ KHDOWK HGXFDWLRQ SURJUDPPHV HJ 6&5$3 DQG
6PRNH %XVWHUV ZKLFK IRFXV RQ HGXFDWLQJ FKLOGUHQ DERXW WKH DGYDQWDJHV RI D WREDFFR IUHH
OLIHVW\OH 2EMHFWLYHV VHUYHG 2EMHFWLYH 7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW
DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV PHDVXUH ZLOO DOVR VHUYH WKH
REMHFWLYH VHW RXW LQ %XLOGLQJ +HDOWKLHU +HDUWV 5HF 
 'LSORPD LQ 7REDFFR DQG +HDOWK 5HVRXUFHV KDYH EHHQ SURYLGHG IRU WKH GHYHORSPHQW
RI D WKLUG OHYHO GLSORPD FRXUVH LQ WREDFFR VWXGLHV 7KH DWWHQGDQFH RI KHDOWK FDUH
DGPLQLVWUDWRUV WHDFKHUV DQG KHDOWK FDUH SURIHVVLRQDOV ZLOO EH IDFLOLWDWHG DQG WKH GLSORPD
ZLOO EH UHFRJQLVHG IRU FDUHHU SXUSRVHV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH
$WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
7KLV PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH VHW RXW LQ %XLOGLQJ +HDOWKLHU +HDUWV
5HFRPPHQGDWLRQ 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,QWHJUDWLQJ WKH 7REDFFR )UHH ,QLWLDWLYH LQWR 7KLUG /HYHO &XUULFXOD 7KH ,QVWLWXWH RI
3XEOLF +HDOWK VKRXOG EH DVNHG WR XQGHUWDNH D UHYLHZ RI H[LVWLQJ HGXFDWLRQDO SURJUDPPHV
RQ DQ DOO ,UHODQG EDVLV IRU WKRVH SURIHVVLRQV PRVW OLNHO\ WR KDYH LQIOXHQFH RQ FKLOGUHQ
7KH ,QVWLWXWH VKRXOG EH DVNHG WR UHSRUW ZLWK UHFRPPHQGDWLRQV DV WR KRZ WR LQWHJUDWH WKH
WKHPH RI WREDFFR DQG KHDOWK LQWR UHOHYDQW FXUULFXOD 3ULRULW\ DUHDV ZLOO EH WHDFKHU WUDLQLQJ
HVSHFLDOO\ SULPDU\ VFKRRO WHDFKLQJ FRPPXQLW\ DQG \RXWK OHDGHUVKLS SURJUDPPHV
PLGZLIHU\ DQG J\QDHFRORJ\ DV ZHOO DV JHQHUDO PHGLFDO SUDFWLFH 2EMHFWLYHV VHUYHG
2EMHFWLYH 7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
)RFXV RQ &KLOGUHQ
7LHU  0RUH +HOS IRU 6PRNHUV WR 4XLW
1LFRWLQH 5HSODFHPHQW 7KHUDS\ 157 3HUVRQDO PRWLYDWLRQ DQG FRPPLWPHQW DUH
YLWDO LI VPRNHUV DUH WR TXLW VXFFHVVIXOO\ %XW WKDW EHLQJ VDLG WKHUH DUH QRZ
SKDUPDFRORJLFDO DLGV ZKLFK PDNH D UHDO GLIIHUHQFH WR VPRNHUV
 FKDQFHV RI VXFFHHGLQJ LQ D
VHULRXV TXLW DWWHPSW $FFRUGLQJ WR WKH :RUOG +HDOWK 2UJDQLVDWLRQ UHVHDUFK RYHU WKH SDVW
WZR GHFDGHV KDV VKRZQ WKDW QLFRWLQH LWVHOI FDQ EH H[SORLWHG DV DQ HIIHFWLYH DLG WR
WUHDWPHQW DQG HYLGHQFH IRU WKH HIILFDF\ RI QHZ QRQQLFRWLQH GUXJV KDV UHFHQWO\ EHJXQ WR
HPHUJH 5DQGRPLVHG WULDOV KDYH HVWDEOLVKHG WKDW DOO IRUPV RI 157 DUH HIIHFWLYH DLGV WR
FHVVDWLRQ RQ DYHUDJH FORVH WR GRXEOLQJ WKH FKDQFHV RI D TXLW DWWHPSW VXFFHHGLQJ 7KH
HIILFDF\ RI 157 DSSHDUV WR EH ODUJHO\ LQGHSHQGHQW RI RWKHU HOHPHQWV RI WUHDWPHQW
DOWKRXJK DEVROXWH VXFFHVV UDWHV DUH KLJKHU ZLWK PRUH LQWHQVLYH EHKDYLRXUDO VXSSRUW WKH
HIIHFW RI 157 LQ GRXEOLQJ WKH FKDQFH RI TXLWWLQJ LV IRXQG LQ EULHI LQWHUYHQWLRQV DQG
RYHUWKHFRXQWHU VHWWLQJV DV ZHOO DV LQ VSHFLDOLVHG VPRNHUV
 FOLQLFV 7KLV IHDWXUH JLYHV
157 DQ LPSRUWDQW UROH LQ SXEOLF KHDOWK DSSURDFKHV DLPHG DW UHDFKLQJ WKH EXON RI WKH
VPRNLQJ SRSXODWLRQ ZLWK VLPSOH EULHI LQWHUYHQWLRQV $FFRUGLQJ WR WKH :RUOG +HDOWK
2UJDQLVDWLRQ WKH HIIHFW RI 157 LQ SURPRWLQJ FHVVDWLRQ HPHUJHV ULJKW IURP WKH VWDUW RI TXLW
DWWHPSWV 6WXGLHV VKRZ WKDW DFKLHYLQJ FRPSOHWH DEVWLQHQFH ZLWKLQ WKH ILUVW  KRXUV LV
YLWDO WR ORQJWHUP VXFFHVV 1LFRWLQH UHSODFHPHQW WKHUDS\ 157 ZLOO WKHUHIRUH VXEMHFW WR
FRQGLWLRQV EH PDGH DYDLODEOH IUHH RI FKDUJH WR SHUVRQV SDUWLFLSDWLQJ LQ VPRNLQJ FHVVDWLRQ
SURJUDPPHV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
)RFXV RQ &KLOGUHQ
 &RXQVHOOLQJ 7KHUH DUH D YDULHW\ RI FRXQVHOOLQJ DQG SHUVRQDO VXSSRUW VHUYLFHV RSHUDWHG
DQG LQ GHYHORSPHQW LQ KHDOWK ERDUGV :H EHOLHYH WKDW WKHUH VKRXOG EH D V\VWHPDWLF DQG RQ
JRLQJ SURFHVV RI HYDOXDWLRQ RI WKHVH SURMHFWV DQG ZH VXJJHVW WKDW V\VWHPV IRU SURPRWLQJ
EHVW SUDFWLFH DPRQJ KHDOWK FDUH SURYLGHUV EH GHYHORSHG
0DWHUQLW\ 6HUYLFHV (DFK PDWHUQLW\ XQLW VKRXOG EH UHTXLUHG WR RSHUDWH D VSHFLDOLVW
FOLQLFDO WR DVVLVW SUHJQDQW ZRPHQ GXULQJ WKHLU SUHJQDQF\ DQG WR FRQWLQXH WKDW VXSSRUW
DIWHU GLVFKDUJH
3DWLHQWV ZLWK 6SHFLDO 1HHGV +HDOWK ERDUGV VKRXOG UHYLHZ WKHLU VHUYLFHV DGGUHVVLQJ
WREDFFR UHODWHG GLVHDVHV VXFK DV FDUGLRYDVFXODU GLVHDVHV DQG HQVXUH WKDW WKHUH LV D VSHFLILF
VXSSRUW SURJUDPPH IRU WKHVH SDWLHQWV
,QIRUPDWLRQ DQG SXEOLF VXSSRUW :H UHFRPPHQG SURYLGLQJ VXVWDLQHG SXEOLF
SURJUDPPHV RI LQIRUPDWLRQ DQG PRWLYDWLRQ ZKLOH WKH HOLPLQDWLRQ RI WREDFFR DGYHUWLVLQJ
DQG WKH H[WHQVLRQ RI WREDFFR IUHH DUHDV LQ SXEOLF OLIH ZLOO VXSSRUW VPRNHUV ZKR DUH
DWWHPSWLQJ WR TXLW
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7LHU  7RXJKHU 5HJXODWLRQ RI WKH 7REDFFR LQGXVWU\
 $GYHUWLVLQJ $ FRPSOHWH EDQ RQ DOO IRUPV RI DGYHUWLVLQJ RI WREDFFR SURGXFWV LV
QHFHVVDU\ LI ZH DUH WR UHGXFH FKLOGUHQ
V H[SRVXUH WR LQGXFHPHQWV WR WREDFFR SURGXFWV
,UHODQG KDV IRU PDQ\ \HDUV VRXJKW D (XURSHDQ 8QLRQ EDQ RQ WREDFFR DGYHUWLVLQJ DQG
VSRQVRUVKLS ,Q  D 'LUHFWLYH 'LUHFWLYH (&  EDQQLQJ WREDFFR DGYHUWLVLQJ DQG
VSRQVRUVKLS E\ WKH LQGXVWU\ ZDV DGRSWHG E\ WKH (XURSHDQ 8QLRQ 7KH 'LUHFWLYH SURYLGHV
IRU DQ HQG WR JHQHUDO DGYHUWLVLQJ RI WREDFFR SURGXFWV QRW ODWHU WKDQ WK -XO\  DQG DQ
HQG WR DGYHUWLVLQJ RI WREDFFR SURGXFWV LQ WKH SUHVV QRW ODWHU WKDQ -XO\  ,W DOVR
UHTXLUHV WKDW JHQHUDO VSRQVRUVKLS E\ RU RQ EHKDOI RI WKH WREDFFR LQGXVWU\ HQG QRW ODWHU WKDQ
 -XO\  DQG WR VSRQVRUVKLS RI FHUWDLQ VLJQLILFDQW LQWHUQDWLRQDO HYHQWV E\  -XO\ 
HJ )RUPXOD  7KH 0LQLVWHU IRU +HDOWK DQG &KLOGUHQ KDV DQQRXQFHG WKDW KH LQWHQGV
LQWURGXFLQJ WKHVH EDQV ZLWK HIIHFW IURP -XO\  ,W PLJKW EH KHOSIXO WR UHFRUG WKH
UHDVRQV IRU QRW LQWURGXFLQJ D EDQ LPPHGLDWHO\ RQ DGRSWLQJ WKH 'LUHFWLYH 7KH ,ULVK PHGLD
GUHZ WKH 0LQLVWHU
V DWWHQWLRQ WR WKH OHYHO RI DGYHUWLVLQJ SODFHG E\ WKH WREDFFR LQGXVWU\
ZLWK WKHP DQG WKH\ DVNHG WKDW WKH 0LQLVWHU DYDLO RI WKH IXOO WUDQVLWLRQ SHULRG WR DOORZ WKHP
WR PDNH WKH QHFHVVDU\ DGMXVWPHQWV 7KLV UHTXHVW KDV EHHQ GHFOLQHG EXW WKH 0LQLVWHU GLG
DJUHHG WR H[HUFLVH VRPH ODWLWXGH LQ RUGHU WR VHFXUH WKH PHGLD
V JRRG ZLOO DQG WR EXLOG D
SODWIRUP RI HQJDJHPHQW ZLWK WKHP ZKLFK ZRXOG KHLJKWHQ DZDUHQHVV ZLWKLQ WKH PHGLD RI
WKH SXEOLF KHDOWK LPSOLFDWLRQV RI WREDFFR $ PHGLD SURDFWLYHO\ FRPPLWWHG WR WKH SXEOLF
KHDOWK PHVVDJH LV D YDOXDEOH DVVHW LQ IXUWKHUDQFH RI RXU PLVVLRQ RI FUHDWLQJ D WREDFFR IUHH
VRFLHW\ 7KH DGYHUVH HIIHFWV RI WKH H[WUD SHULRG RI WLPH DOORZHG IRU DGYHUWLVLQJ ZKLFK
WKLV PRGHO SHUPLWV FDQ RQO\ EH MXVWLILHG LI WKH SXEOLF KHDOWK UHWXUQV IURP D ORQJ WHUP
FRPPLWPHQW IURP WKH PHGLD WR WKH SXEOLF KHDOWK SRVLWLRQ \LHOGV D JUHDWHU SXEOLF KHDOWK
JDLQ 7KLV LV H[WUHPHO\ GLIILFXOW WR TXDQWLI\ RU HYHQ JXDUDQWHH DQG LWV YLDELOLW\ LV D PDWWHU
RI MXGJHPHQW 2EMHFWLYH VHUYHG 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 6SRQVRUVKLS 7KH UHVWULFWLRQV RQ WKH WREDFFR LQGXVWU\ LQ UHODWLRQ WR VSRQVRULQJ HYHQWV
DQG DFWLYLWLHV KDV EHHQ VXFFHVVIXO LQ ,UHODQG 7KHUH LV QRZ YHU\ OLWWOH VSRQVRUVKLS E\ WKH
WREDFFR LQGXVWU\ DQG ZH SURSRVH WKDW LQ OLQH ZLWK WKH (XURSHDQ 8QLRQ 'LUHFWLYH DOO IRUPV
RI VSRQVRUVKLS E\ WKH WREDFFR LQGXVWU\ EH EDQQHG 7KH 0LQLVWHU KDV DQQRXQFHG WKDW DOO
IRUPV RI VSRQVRUVKLS E\ WKH WREDFFR LQGXVWU\ ZLOO HQG E\ -XO\  2EMHFWLYH VHUYHG
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 %URDGFDVWLQJ $ YDULHW\ RI PHDQV KDYH EHHQ GHYLVHG E\ WKH LQGXVWU\ WR FLUFXPYHQW WKH
LQWHQWLRQV RI WKH H[LVWLQJ DGYHUWLVLQJ EDQ RQ WHOHYLVLRQ DGYHUWLVLQJ 7KH 0LQLVWHULDO &RGH
RI 3UDFWLFH UHJXODWLQJ SXEOLF EURDGFDVWLQJ QHHGV WR EH UHYLHZHG WR HQVXUH WKDW DOO IRUPV RI
LQGLUHFW DGYHUWLVLQJ LQFOXGLQJ SURGXFW SODFHPHQW LQ VSRUWLQJ HYHQWV DV ZHOO DV ILOPV LV
H[FOXGHG IURP WKH DLUZDYHV $V D UHVXOW RI DQ (8 'LUHFWLYH IXUWKHU OHJDO PHDVXUHV ZLOO
DOVR KDYH WR EH LQWURGXFHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 3RLQW RI 6DOH $GYHUWLVLQJ $OO IRUPV RI DGYHUWLVLQJ DW WKH SRLQW RI VDOH VKRXOG EH
SURKLELWHG 0RVW UHWDLO RXWOHWV WKDW VHOO WREDFFR SURGXFWV DOVR VHOO JURFHULHV DQG
FRQIHFWLRQHULHV 5HWDLOHUV RIWHQ GLVSOD\ WREDFFR SURGXFWV SURPLQHQWO\ DQG FORVH WR
FRQIHFWLRQHULHV :H EHOLHYH WKLV LV EXLOGLQJ VXEOLPLQDO DVVRFLDWLRQV ZKHWKHU LQWHQGHG RU
QRW EHWZHHQ FRQIHFWLRQHULHV DQG FLJDUHWWHV 7KH SUHVHQWDWLRQ RI WREDFFR SURGXFWV LQ VXFK
D PDQQHU LPSDFWV VLJQLILFDQWO\ RQ FKLOGUHQ DQG XQGHUPLQHV WKH UHWDLOHUV ZLOO WR FRPSO\
ZLWK WKH OHJDO DJH UHTXLUHPHQWV :H KDYH FRQFOXGHG WKDW DQ\ IRUP RI WREDFFR GLVSOD\ DW
SRLQW RI VDOH LV D SRZHUIXO PHDQV RI DGYHUWLVLQJ DQG DFFRUGLQJO\ ZH DUH UHFRPPHQGLQJ D
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FRPSOHWH EDQ RQ VXFK GLVSOD\V 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 9HQGLQJ 0DFKLQHV 9HQGLQJ PDFKLQHV ZLOO FRQWLQXH WR EH UHVWULFWHG WR VHFXUH DUHDV
ZKLFK DUH XQGHU WKH GLUHFW VXSHUYLVLRQ RI VWDII 7KH\ VKRXOG QRW EH SHUPLWWHG WR FDUU\
DGYHUWLVLQJ DQG VKRXOG  LQ WKH IXWXUH RQO\ EH DOORZHG LQ UHJLVWHUHG SUHPLVHV ZKLFK DUH
XVHG ZKROO\ RU IRU WKH WLPH EHLQJ E\ SHUVRQV RYHU  \HDUV 2EMHFWLYHV VHUYHG 2EMHFWLYH
 7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 3DFN 6L]HV ,Q OLQH ZLWK PRVW PRGHUQ GHYHORSHG FRXQWULHV FLJDUHWWHV VKRXOG LQ IXWXUH
RQO\ EH SHUPLWWHG WR EH VROG LQ SDFNDJHV RI QRW OHVV WKDQ WZHQW\ 2QFH D SHUVRQ LV DGGLFWHG
WR WREDFFR WKH GHFLVLRQ WR EX\ FLJDUHWWHV EHFRPHV OHVV SULFH VHQVLWLYH +RZHYHU SULFH LV D
VLJQLILFDQW IDFWRU IRU \RXQJ ZRXOG EH VPRNHUV 7KH FRVW WR WKH LQGLYLGXDO LV D IXQFWLRQ
RI WKH XQLW SULFH DQG WKH PLQLPXP QXPEHU RI XQLWV ZKLFK PD\ EH ERXJKW %\ LQFUHDVLQJ
WKH PLQLPXP QXPEHU RI XQLWV ZKLFK PD\ EH ERXJKW ZH UDLVH WKH SULFH EDUULHU KLJKHU IRU
FKLOGUHQ DW WKH H[SHULPHQWDO VWDJH ZLWKRXW SHQDOLVLQJ WKH DGXOW VPRNHU 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 5HWDLO 5HJLVWUDWLRQ 7KH WREDFFR LQGXVWU\ KDV WR DFFHSW UHVSRQVLELOLW\ IRU WKH WRWDO
PDUNHWLQJ RI WKLV SURGXFW LQFOXGLQJ UHWDLO VDOHV :H UHFRPPHQG WKDW WKH LQGXVWU\ EH
UHTXLUHG WR PDLQWDLQ D UHJLVWHU RI WKH ZKROHVDOHUV DQG UHWDLOHUV RI WKHLU WREDFFR SURGXFWV
(QWU\ LQ WKH UHJLVWHU VKRXOG EH FRQGLWLRQDO RQ WKH ZKROHVDOHUUHWDLOHU EHLQJ LQ FRPSOLDQFH
ZLWK WKH ODZ 7KLV UHJLVWUDWLRQ SURFHVV VKRXOG LQFOXGH D V\VWHP RI ZDUQLQJV DQG SHQDOWLHV
ZKLFK ZRXOG LQFOXGH LQWHU DOLD UHPRYDO RI WKH QRQ FRPSOLDQW UHWDLOHU IURP WKH UHJLVWHU DW
WKH GLUHFWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU RI WKH KHDOWK ERDUG 6DOHV RI WREDFFR SURGXFWV
VKRXOG RQO\ EH SHUPLWWHG WKURXJK UHJLVWHUHG SUHPLVHV 5HJLVWUDWLRQ IHHV VKRXOG EH FKDUJHG
DQG WKH SURFHHGV IRU WKHVH IHHV VKRXOG EH XVHG WR IXQG WKH DGGLWLRQDO FRVWV DVVRFLDWHG ZLWK
WKLV LQLWLDWLYH 7KH LQIRUPDWLRQ UHODWLQJ WR VDOHV WR HDFK UHJLVWHUHG SUHPLVHV VKRXOG EH
DFFHVVLEOH WR WKH KHDOWK ERDUG DQG WR WKH 0LQLVWHU LQ D IRUP WR EH SUHVFULEHG E\ WKH
0LQLVWHU 7KLV ZRXOG DOORZ IRU LQWHQVH ORFDO VXUYHLOODQFH RI WREDFFR VDOHV 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV
PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH LQ WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\
5HFRPPHQGDWLRQ 
7HHQDJH 6PRNHUV ,Q D UHFHQW VWXG\ LQ WKH 86 8QLYHUVLW\ RI &DOLIRUQLD 6FKRRO RI
0HGLFLQH SXEOLVKHG LQ -RXUQDO RI WKH 1DWLRQDO &DQFHU ,QVWLWXWH LW KDV EHHQ VKRZQ WKDW
WHHQDJHUV ZKR WDNH XS VPRNLQJ EHIRUH  \HDUV VXIIHU JHQHWLF GDPDJH WKDW WKH ERG\ FDQ
QHYHU UHSDLU DQG WKDW IRUHYHU LQFUHDVHV WKH ULVN RI OXQJ FDQFHU HYHQ LI WKH\ TXLW VPRNLQJ
ODWHU LQ OLIH )XUWKHUPRUH WKH LQIOXHQFH ROGHU WHHQV KDYH RQ \RXQJHU SHUVRQV
 OLIHVW\OH
FKRLFHV LV VLJQLILFDQW 6HFRQGDU\ VFKRRO SXSLOV EHLQJ OHJDOO\ SHUPLWWHG WR EX\ FLJDUHWWHV
HQVXUHV WKDW VPRNLQJ LV YDOLGDWHG DV D OLIH VW\OH FKRLFH IRU WKH ODWH WHHQV DQG WKHUHIRUH LV D
KLJKO\ GHVLUDEOH OLIHVW\OH IRU \RXQJHU WHHQV ([KRUWDWLRQV QRW WR VPRNH WR \RXQJHU WHHQV
FDQ LQ WKHVH FLUFXPVWDQFHV ORRN K\SRFULWLFDO $FFRUGLQJO\ ZH SURSRVH WKDW WKH OHJDO DJH
DW ZKLFK FLJDUHWWHV FDQ EH ERXJKW VKRXOG EH UDLVHG WR HLJKWHHQ \HDUV LH WKH OHJDO DJH DW
ZKLFK D SHUVRQ UHDFKHV DGXOWKRRG IURP WKH SUHVHQW VL[WHHQ \HDUV 7KH RQXV WR HVWDEOLVK
WKDW WKH FXVWRPHU LV RI WKH OHJDO DJH VKRXOG EH SODFHG HQWLUHO\ RQ WKH UHWDLOHU 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV
PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH LQ %XLOGLQJ +HDOWKLHU +HDUWV 5HFRPPHQGDWLRQ
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,QGXVWU\ 'LVFORVXUH 7KH WREDFFR LQGXVWU\ VKRXOG EH UHTXLUHG WR GLVFORVH WR WKH SXEOLF
DOO LQIRUPDWLRQ LQ WKHLU SRVVHVVLRQ FRQFHUQLQJ WKHLU SURGXFWV ZKLFK DIIHFW WKH KHDOWK RI
WKHLU FXVWRPHUV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R
6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 )LVFDO 3ROLF\ :H DUH UHFRPPHQGLQJ WKDW LQ OLQH ZLWK WKH :RUOG %DQN
UHFRPPHQGDWLRQ WD[HV RQ FLJDUHWWHV VKRXOG EH VXEVWDQWLDOO\ LQFUHDVHG HDFK \HDU DERYH WKH
UDWH RI LQIODWLRQ
 &3, $ VXSSOHPHQWDU\ &RQVXPHU 3ULFH ,QGH[ ZKLFK H[FOXGHV WREDFFR SURGXFWV
VKRXOG EH SXEOLVKHG E\ WKH &HQWUDO 6WDWLVWLFV 2IILFH DQG DJUHHPHQW DW (XURSHDQ 8QLRQ
OHYHO VKRXOG EH VRXJKW IRU WKH H[FOXVLRQ RI WREDFFR SURGXFWV IURP DOO (8 FRQVXPHU SULFH
EDVNHWV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R )RFXV RQ
&KLOGUHQ 7KLV PHDVXUH ZLOO DOVR VHUYH DQ REMHFWLYH LQ %XLOGLQJ +HDOWKLHU +HDUWV
SROLF\ 5HFRPPHQGDWLRQ 
7LHU  )XUWKHU 3URWHFWLRQ IRU 1RQ VPRNHUV
7REDFFR IUHH HQYLURQPHQWV UHGXFH SHRSOH
V LQYROXQWDU\ H[SRVXUH WR WREDFFR VPRNH 7KH\
DOVR KHOS WKH \RXQJ QRW WR VWDUW VPRNLQJ DQG VPRNHUV ZKR KDYH MXVW TXLW WR SHUVHYHUH
7KH 0HPEHU 6WDWHV RI WKH (XURSHDQ 8QLRQ KDYH VSHFLILFDOO\ LGHQWLILHG SXEOLF SODFHV DV
DUHDV UHTXLULQJ SULRULW\ DFWLRQ
:H VKRXOG IXUWKHU GHYHORS WKLV DUHD WKURXJK YROXQWDU\ FRGHV DQG UHJXODWRU\
DUUDQJHPHQWV :H QHHG WKH VXSSRUW DQG FRPPLWPHQW RI WKH VRFLDO SDUWQHUV LQ WKLV UHJDUG
:H UHJDUG YROXQWDU\ FRGHV DV YHU\ HIIHFWLYH LQVWUXPHQWV IRU EULQJLQJ DERXW VRFLDO
DFFHSWDQFH RI WREDFFR IUHH HQYLURQPHQWV 7KHUH LV DOVR KRZHYHU D QHHG WR FRQVROLGDWH
WKLV FXOWXUH FKDQJH WKURXJK OHJDO LQVWUXPHQWV $FFRUGLQJO\ ZH SURSRVH WKH IROORZLQJ
 7REDFFR )UHH :RUNSODFH ,Q DGGLWLRQ WR WKH H[LVWLQJ FRQWUROV DQG EXLOGLQJ RQ WKH
VXFFHVV RI WKH YROXQWDU\ FRGH IRU WKH ZRUNSODFH VPRNLQJ VKRXOG EH SURKLELWHG LQ DOO
HQFORVHG ZRUN SODFHVRWKHU WKDQ FHUWDLQ SODFHV RI DGXOW HQWHUWDLQPHQW ZKLOH DOORZLQJ
HPSOR\HUV WKH ULJKW WR PDNH SURYLVLRQ VR WKDW VPRNHUV PD\ KDYH UHDVRQDEOH DFFHVV WR DQ
DUHD QRW XVHG LQ WKH QRUPDO FRXUVH RI ZRUN ZKHUH WKH\ PD\ VPRNH ZLWKRXW DIIHFWLQJ
QRQVPRNHUV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R
VXSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 7KLV PHDVXUH ZLOO DOVR VHUYH WKH
REMHFWLYH LQ WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\ 5HFRPPHQGDWLRQ 
&RPPHUFLDO 7UDQVDFWLRQV 6PRNLQJ LQ SODFHV ZKHUH HVVHQWLDO URXWLQH FRPPHUFLDO
WUDQVDFWLRQV DUH FRQGXFWHG VKRXOG DOVR EH SURKLELWHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R
&KDQJH $WWLWXGHV 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV
PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH LQ WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\
5HFRPPHQGDWLRQ 
&LQHPDV HWF 7KH EDQ RQ VPRNLQJ LQ RWKHU SODFHV RI HQWHUWDLQPHQW ZKHUH FKRLFH LV
OLPLWHG VKRXOG EH FRQWLQXHG DQG H[WHQGHG DV DSSURSULDWH 5HVWULFWLRQV RQ VPRNLQJ LQ
UHVWDXUDQWV VKRXOG EH FRQWLQXHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH 
3J 

< 5HVROXWLRQ RI WKH &RXQFLO DQG WKH 0LQLVWHUV IRU +HDOWK RI WKH 0HPEHU 6WDWHV PHHWLQJ
ZLWKLQ WKH &RXQFLO RI  -XO\  RQ EDQQLQJ VPRNLQJ LQ SODFHV RSHQ WR WKH SXEOLF 2IILFLDO MRXUQDO 12 &
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7R )RFXV RQ FKLOGUHQ 7KLV PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH LQ WKH %XLOGLQJ
+HDOWKLHU +HDUWV SROLF\ 5HFRPPHQGDWLRQ 
6FKRROV 7KH H[LVWLQJ SURKLELWLRQV RQ VPRNLQJ LQ SULPDU\ DQG VHFRQGDU\ VFKRROV VKRXOG
EH H[WHQGHG WR DOO HGXFDWLRQDO DQG WUDLQLQJ HVWDEOLVKPHQWV 2EMHFWLYHV VHUYHG 2EMHFWLYH
 7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV PHDVXUH ZLOO DOVR VHUYH WKH REMHFWLYH LQ WKH
%XLOGLQJ +HDOWKLHU +HDUWV SROLF\ 5HFRPPHQGDWLRQ 
3XEV $ YROXQWDU\ FRGH RI SUDFWLFH IRU SXEV DQG OLFHQVHG VSRUWLQJ IDFLOLWLHV VKRXOG EH
GHYHORSHG 7KH SXE LV RIWHQ PLVUHSUHVHQWHG DV EHLQJ UHVLVWDQW WR JRRG KHDOWK PHVVDJHV
:H EHOLHYH WKHUH LV D GHPDQG IRU FOHDQ DLU LQ SXEV ZKHUH SDWURQV DUH IUHH WR HQMR\ WKHLU
GULQN ZLWKRXW KDYLQJ WR EUHDWK VRPHRQH HOVH
V WREDFFR VPRNH 2EMHFWLYHV VHUYHG
2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 3URWHFW
 6LJQV 0RUH UREXVW DQG PRUH YLVLEOH QRQ VPRNLQJ VLJQV LQ QRQ VPRNLQJ DUHDV RI SXEOLF
SODFHV DUH QHHGHG DQG WKHVH VLJQV VKRXOG LGHQWLI\ WKH UHVSRQVLEOH SHUVRQ 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV
RQ &KLOGUHQ
 )RRG 6PRNLQJ LQ DQ\ DUHD ZKHUH IRRG LV SUHSDUHG RU VROG FRPPHUFLDOO\ QHHGV WR EH
SURKLELWHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R
6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
7KLV PHDVXUH ZLOO DOVR VHUYH DQ REMHFWLYH LQ WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\
5HFRPPHQGDWLRQ 
7LHU  %HWWHU &RPSOLDQFH ZLWK WKH /DZ
:H KDYH LGHQWLILHG SRRU FRPSOLDQFH ZLWK FHUWDLQ ODZV DV D SDUWLFXODU ZHDNQHVV LQ RXU SUHVHQW
DUUDQJHPHQWV :KLOH EXLOGLQJ D PRUH FRPSOLDQW FXOWXUH UHTXLUHV D PXOWLIDFHWHG DSSURDFK ZH
QHHG WR EH FRQVFLRXV RI WKH IDFW WKDW ODZV RQFH HQDFWHG PXVW EH FRPSOLHG ZLWK DQG SHUVRQV
ZKR UHIXVH WR PHHW WKHLU REOLJDWLRQV PXVW EH SURVHFXWHG :H ZLOO LPSURYH HQIRUFHPHQW RI
WKH WREDFFR FRQWURO ODZV E\ 
 3URDFWLYH ,QVSHFWLRQ 3URJUDPPH (DFK KHDOWK ERDUG VKRXOG EH UHTXLUHG WR SUHSDUH D
SURDFWLYH SURJUDPPH RI LQVSHFWLRQ RI WKRVH SUHPLVHV DIIHFWHG E\ WREDFFR FRQWURO
OHJLVODWLRQ DQG WR UHSRUW RQ WKH RXWFRPH RI WKHVH LQVSHFWLRQV 2EMHFWLYHV VHUYHG
2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ 7KLV PHDVXUH ZLOO DOVR VHUYH DQ REMHFWLYH LQ
WKH %XLOGLQJ +HDOWKLHU +HDUWV SROLF\ 5HFRPPHQGDWLRQ 
:RUN 3ODFH 7KH +HDOWK DQG 6DIHW\ $XWKRULW\ VKRXOG UHYLHZ LWV H[LVWLQJ DUUDQJHPHQWV
UHJDUGLQJ VDIHW\ DUUDQJHPHQWV DW ZRUN DQG WR PDNH SURSRVDOV LQ  IRU WKH LQFOXVLRQ RI
WREDFFR IUHH PHDVXUHV WR EH LQWHJUDWHG DV D VWDQGDUG IHDWXUH RI VWDWXWRU\ ZRUNSODFH VDIHW\
SODQV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG
(PSRZHU 2EMHFWLYH  7R 3URWHFW
 (QKDQFHG 3RZHUV 7KHUH DUH D QXPEHU RI GHILFLWV LQ H[LVWLQJ OHJLVODWLRQ UHJDUGLQJ
HQIRUFHPHQW ZKLFK VKRXOG EH UHFWLILHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH
3J 
$WWLWXGHV 2EMHFWLYH  7R 3URWHFW 7KLV PHDVXUH ZLOO DOVR VHUYH DQ REMHFWLYH LQ WKH
%XLOGLQJ +HDOWKLHU +HDUWV 5HFRPPHQGDWLRQ 
7LHU  ([WHQGLQJ 2ZQHUVKLS
3HRSOH DUH HPSRZHUHG E\ RZQHUVKLS ,W LV LPSRUWDQW WKHUHIRUH WKDW WKH PLVVLRQ LV RZQHG E\
HDFK LQGLYLGXDO HVSHFLDOO\ \RXQJ SHRSOH HDFK IDPLO\ HDFK FRPPXQLW\ DQG WKH SURIHVVLRQV
HQJDJHG LQ VRFLDO DQG KHDOWK FDUH :H FDQQRW VXFFHHG LQ RXU PLVVLRQ LI RZQHUVKLS LV
SHUFHLYHG WR EH YHVWHG VROHO\ LQ VWDWH LQVWLWXWLRQV RU LI LW LV EHHQ VHHQ DV EHLQJ GULYHQ IURP WKH
WRS GRZQ :LWKRXW D JHQXLQH HPSRZHUPHQW DW D FRPPXQLW\ DQG D SHUVRQDO OHYHO DOO WKH
UHVWULFWLYH PHDVXUHV LQ WKH ZRUOG ZLOO QRW VXFFHHG
 9ROXQWDU\ &RPPXQLW\ $FWLRQ 7KH KHDOWK ERDUG VKRXOG SURYLGH JUDQW DLG IRU WREDFFR
IUHH LQLWLDWLYHV ZLWK SDUWQHUV LQ WKH ORFDO FRPPXQLW\ 7KH KHDOWK ERDUGV VKRXOG LQFOXGH
WKLV SURJUDPPH LQ WKHLU VHUYLFH SODQV DQG UHSRUW DQQXDOO\ RQ SURJUHVV 2EMHFWLYHV VHUYHG
2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
)RFXV RQ &KLOGUHQ
&RQIHUHQFHV IRU /RFDO &RPPXQLW\ /HDGHUV $ VSHFLILF LQIRUPDWLRQ SURJUDPPH
QHHGV WR EH DGRSWHG E\ HDFK KHDOWK ERDUG IRU ORFDO FRPPXQLW\ OHDGHUV DQG LPSOHPHQWDWLRQ
VKRXOG FRPPHQFH DV D SULRULW\ 7KLV SURJUDPPH VKRXOG EH LQFOXGHG LQ WKHLU VHUYLFH SODQV
DQG UHSRUWHG RQ DQQXDOO\ 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV
2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU
$Q ,QWHUQ 3URJUDPPH 8QGHU WKH 1DWLRQDO (QYLURQPHQWDO +HDOWK $FWLRQ 3ODQ HDFK
KHDOWK ERDUG LV EHLQJ UHTXLUHG WR HVWDEOLVK DQ (QYLURQPHQWDO +HDOWK &RPPLWWHH ZLWK RWKHU
ORFDO DXWKRULWLHV DQG JRYHUQPHQW DJHQFLHV ,W LV SURSRVHG WKDW D VXEFRPPLWWHH RI WKH
(QYLURQPHQWDO +HDOWK &RPPLWWHH EH HVWDEOLVKHG WR GHDO VROHO\ ZLWK WREDFFR 7KH
FRPSRVLWLRQ RI WKLV FRPPLWWHH VKRXOG EH FRPSULVHG RI ERWK ERDUG DQG QRQ ERDUG
PHPEHUV DQG VKRXOG UHIOHFW WKH FRPPLWPHQW WR \RXWK ,W VKRXOG HQJDJH \RXQJ SHRSOH
GLUHFWO\ LQ D OHDGHUVKLS UROH ,W VKRXOG DOVR VHHN WR YHVW RZQHUVKLS RI RXU PLVVLRQ E\ WKH
GLUHFW HPSOR\PHQW RI LQWHUQV  WUDQVLWLRQ \HDU VHFRQGDU\ VWXGHQWV DQG RWKHU \RXQJ
SHRSOH LQ UHODWHG VLWXDWLRQV 7KLV SURJUDPPH VKRXOG EH VSHFLILFDOO\ LQFOXGHG LQ WKH KHDOWK
ERDUG VHUYLFH SODQV DQG UHSRUWHG RQ DQQXDOO\ 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH
$WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
7LHU  ,QWHUQDWLRQDO &RRSHUDWLRQ
7REDFFR LV D JOREDO SUREOHP VKDUHG E\ PRVW PRGHUQ VRFLHWLHV DQG ZH VKRXOG FRQWLQXH WR
FRRSHUDWH ZLWK WKH :RUOG +HDOWK 2UJDQLVDWLRQ DQG ZLWK WKH (XURSHDQ &RPPLVVLRQ LQ
GHYHORSLQJ JOREDO UHVSRQVHV WR WREDFFR
$ (XURSHDQ 8QLRQ :H UHFRPPHQG WKDW ,UHODQG SURPRWHV DW (XURSHDQ 8QLRQ OHYHO WKH
IROORZLQJ LQLWLDWLYHV
 'DWD &ROOHFWLRQ DQG HSLGHPLRORJLFDO VWXGLHV 7KHUH LV D QHHG IRU WKH GHYHORSPHQW RI
DQ (8 ZLGH V\VWHP RI PRQLWRULQJ WREDFFR FRQVXPSWLRQ WKURXJKRXW WKH &RPPXQLW\
3J 
2EMHFWLYHV VHUYHG 2EMHFWLYH 7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG
(PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 &KLOGUHQ  (XURSHDQ ZLGH LQLWLDWLYHV ZKLFK SURWHFW FKLOGUHQ IURP WKH FRPPHUFLDO
H[SORLWDWLRQ E\ WKH WREDFFR LQGXVWU\ DQG DOVR WR SURWHFW WKHP IURP WKH VHFRQGDU\ HIIHFWV RI
WREDFFR VPRNH VKRXOG EH SURPRWHG 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 &RPPXQLW\ )XQG IRU 5HVHDUFK DQG ,QIRUPDWLRQ &)5, (XURSHDQ ZLGH VWXGLHV DQG
SLORW SURMHFWV RQ WREDFFR VKRXOG EH IXQGHG WKURXJK WKH &)5, *LYHQ WKH VKDUHG QDWXUH RI
WKH SUREOHP WKHUH DUH VWURQJ SRVVLELOLWLHV IRU GHYHORSLQJ FRPPRQ (XURSHDQ UHVSRQVHV
2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG
(PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
&ODVVLILFDWLRQ 1LFRWLQH DGGLFWLRQ QHHGV WR EH FODVVLILHG DV D GHSHQGHQF\ LQ DOO PHPEHU
VWDWHV WKXV DOORZLQJ LW WR EH WDFNOHG WKURXJK WKH UHOHYDQW &RPPXQLW\ SXEOLF KHDOWK
SURJUDPPHV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R
6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 $GGLWLYHV 7KHUH LV D QHHG WR HYDOXDWH WKH WR[LFLW\ DQG KHDOWK FRQVHTXHQFHV DULVLQJ
IURP DGGLWLYHV WR WREDFFR SURGXFWV &RPPXQLW\ OHJLVODWLRQ RQ FRQVXPHU SURWHFWLRQ
DOUHDG\ SURYLGHV IRU H[WHQVLYH LQIRUPDWLRQ RQ DGGLWLYHV DQG LQJUHGLHQWV LQ D YHU\ ZLGH
UDQJH RI SURGXFWV ZKHUH WKH\ KDYH KHDOWK FRQVHTXHQFHV 3DUDGR[LFDOO\ KRZHYHU WKHUH LV
QR VXFK SURYLVLRQ LQ UHODWLRQ WR WREDFFR DQG WKLV RYHUVLJKW VKRXOG EH FRUUHFWHG $GGLWLYHV
ZKLFK SURYH KDUPIXO WR KXPDQ KHDOWK VKRXOG EH SURKLELWHG 2EMHFWLYHV VHUYHG 2EMHFWLYH
 7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 &DUFLQRJHQLF $JHQWV $ SURJUHVVLYH UHGXFWLRQ LQ WKH PD[LPXP WDU FRQWHQW RI  PJ
SHU FLJDUHWWH SHUPLWWHG XQGHU &RXQFLO 'LUHFWLYH ((& VKRXOG EH SURPRWHG
6LPLODUO\ D PD[LPXP OHYHO RI QLFRWLQH LQ FLJDUHWWHV VKRXOG DOVR EH FRQVLGHUHG 7KHUH
VKRXOG EH LQGHSHQGHQW WHVWLQJ DQG LPSURYHG WUDFDELOLW\ 2EMHFWLYHV VHUYHG 2EMHFWLYH 
7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 &RQVXPHU ,QIRUPDWLRQ DQG 3URWHFWLRQ ,PSURYHPHQWV LQ WKH H[LVWLQJ ODEHOOLQJ ODZV
DUH QHHGHG %LJJHU DQG PRUH YLVLEOH KHDOWK ZDUQLQJV WKDQ WKRVH LQ WKH SUHVHQW ODEHOOLQJ
'LUHFWLYH DUH QHFHVVDU\ 2EMHFWLYHV VHUYHG 2EMHFWLYH 7R FKDQJH $WWLWXGHV 2EMHFWLYH
 7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
0LVOHDGLQJ &ODLPV 0LVOHDGLQJ WHUPV VXFK DV OLJKW RU ORZ WDU VKRXOG EH
SURKLELWHG 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 :RUNSODFH :H DGYRFDWH WKH LQFOXVLRQ RI D VSHFLILF SURJUDPPH UHODWLQJ WR
HQYLURQPHQWDO WREDFFR VPRNH LQ WKH IUDPHZRUN RI WKH $JUHHPHQW RQ 6RFLDO 3ROLF\ LQ
RUGHU WR LPSURYH WKH ZRUNLQJ HQYLURQPHQW DQG ZRUNHUV
 VDIHW\ LQ SDUWLFXODU 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU
2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 3ULFH:H SURSRVH WKDW WKH &RPPLVVLRQ SURPRWH KDUPRQLVDWLRQ RI WD[HV RQ WREDFFR
SURGXFWV DQG GHYHORS LQ WKH LQWHULP D V\VWHP RI SULFH VWDELOLVDWLRQ ,QFUHDVHV LQ WKH SULFH
RI WREDFFR SURGXFWV LQ UHDO WHUPV LH LQ H[FHVV RI WKH UDWH RI LQIODWLRQ LV D VLJQLILFDQW
PHDQV RI GHWHUULQJ FRQVXPSWLRQ HVSHFLDOO\ E\ FKLOGUHQ DQG DGROHVFHQWV 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU
2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
3J 
 7REDFFR 6XEVLGLHV :H DGYRFDWH WKH HQGLQJ RI VXEVLGLHV WR WREDFFR JURZHUV E\ WKH
(8 LQ FRQMXQFWLRQ ZLWK SURPRWLQJ DOWHUQDWLYH UHSODFHPHQW LQGXVWULHV IRU WKH DIIHFWHG
UHJLRQV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 3URWHFW
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 7KLUG &RXQWULHV ,UHODQG GRHV QRW KDYH D VLJQLILFDQW H[SRUW WUDGH LQ WREDFFR SURGXFWV
EXW ZH VWLOO KDYH LQ WKLV UHVSHFW DV D PHPEHU RI WKH (XURSHDQ 8QLRQ D UHVSRQVLELOLW\ WR
WKH GHYHORSLQJ ZRUOG 7KH (8 7UHDW\ SURYLGHV IRU FORVHU FRRSHUDWLRQ ZLWK WKLUG FRXQWULHV
DQG WKH FRPSHWHQW LQWHUQDWLRQDO RUJDQLVDWLRQV LQ WKH VSKHUH RI SXEOLF KHDOWK 0DQ\
FRXQWULHV HVSHFLDOO\ LQ WKH GHYHORSLQJ ZRUOG DUH RQO\ QRZ EHJLQQLQJ WR VXIIHU WKH IXOO
LPSDFW RI WREDFFR FRQVXPSWLRQ 7KHUH DUH D QXPEHU RI DUHDV ZKHUH WKH (XURSHDQ 8QLRQ
FRXOG FRRSHUDWH ZLWK WKLUG FRXQWULHV WR UHGXFH WKH LPSDFW RQ SXEOLF KHDOWK RI WREDFFR
FRQVXPSWLRQ $ FRGH RI SUDFWLFH RQ WKH PDUNHWLQJ RI WREDFFR SURGXFWV LQ GHYHORSLQJ
FRXQWULHV HVSHFLDOO\ DLPHG DW SURWHFWLQJ YXOQHUDEOH JURXSV VKRXOG EH GHYHORSHG :H ZLOO
DOVR VXSSRUW WKH SROLF\ SUDFWLVHG E\ WKH :RUOG %DQN RI UHIXVLQJ DLG WR WREDFFR UHODWHG
SURMHFWV LQ WKH FRQWH[W RI LWV RZQ GHYHORSPHQW DLG SROLFLHV 2EMHFWLYHV VHUYHG
2EMHFWLYH 7R FKDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R
3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 $QQXDO 5HSRUW:H VKRXOG VXSSRUW WKH &RPPLVVLRQ LQ SUHVHQWLQJ D UHSRUW HDFK \HDU
RQ WKH SURJUHVV DFKLHYHG LQ UHODWLRQ WR SXEOLF KHDOWK SURWHFWLRQ IURP WKH KDUPIXO HIIHFWV RI
WREDFFR FRQVXPSWLRQ 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R FKDQJH $WWLWXGHV 2EMHFWLYH 
7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
%:RUOG +HDOWK 2UJDQLVDWLRQ
 )UDPHZRUN &RQYHQWLRQ RQ 7REDFFR &RQWURO )&7& :H VKRXOG SURPRWH WKH
GHYHORSPHQW RI DQ LQWHUQDWLRQDO DQG OHJDOO\ ELQGLQJ )UDPHZRUN &RQYHQWLRQ RQ 7REDFFR
&RQWURO )&7& WRJHWKHU ZLWK VXEVLGLDU\ 3URWRFROV RQ VSHFLILF LVVXHV HJ 6PXJJOLQJ
,QWHUQHW DGYHUWLVLQJ 3ULFH KDUPRQLVDWLRQ ,QWHUQDWLRQDO FRRSHUDWLRQ HWF 2EMHFWLYHV
VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU
2EMHFWLYH  7R 3URWHFW 2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
 7KH /HZLQ 3URMHFW :H DUH SDUWLFLSDWLQJ LQ WKH /HZLQ 3URMHFW ZKLFK XVHV
LQIRUPDWLRQ WHFKQRORJ\ WR JDWKHU DQG FROODWH GDWD RQ WREDFFR XVH DQG UHODWHG PDWWHUV LQ D
ZRUOG ZLGH VWDQGDUGLVHG IRUPDW 7KLV SURMHFW SURYLGHV VWDWLVWLFV DERXW WKH EXUGHQ RI
VPRNLQJ UHODWHG HIIHFWV DQG VKRZV WKH QXPEHU RI OLYHV DQG KHDOWK FDUH FRVWV WKDW FDQ EH
VDYHG E\ YDULRXV LQWHUYHQWLRQV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R &KDQJH $WWLWXGHV
2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 
 *OREDO 3DUWQHUVKLSV :H VXSSRUW WKH H[WHQVLRQ RI JOREDO RZQHUVKLS E\ :+2 RI WKH
7REDFFR )UHH ,QLWLDWLYH WR RWKHU LQWHUQDWLRQDO ERGLHV HJ :RUOG %DQN ,/2 )$2
81,&() DQG 81 ,Q SDUWLFXODU ZH VXSSRUW WKH FRPPLWPHQW RI WKH :RUOG %DQN WR H[FOXGH
WREDFFR LQGXVWULHV IURP WKHLU VXSSRUW SURJUDPPHV IRU GHYHORSLQJ FRXQWULHV DQG RQ WKHLU
LQLWLDWLYH LQ SUHSDULQJ D FRPSUHKHQVLYH HYDOXDWLRQ RI WKH HFRQRPLFV RI WREDFFR 7KH VWXG\
FRQFOXGHG WKDW WREDFFR LV EDG HFRQRPLFV DQG WKDW FRXQWULHV GHSHQGDQW RQ WKH LQGXVWU\
VKRXOG EH DVVLVWHG WR GLYHUVLI\ WR RWKHU SURGXFWV 2EMHFWLYHV VHUYHG 2EMHFWLYH  7R
3J 
KWWSZZZZKRGNDGWHFRVZKRZHEDVS
&KDQJH $WWLWXGHV 2EMHFWLYH  7R 6XSSRUW DQG (PSRZHU 2EMHFWLYH  7R 3URWHFW
2EMHFWLYH  7R )RFXV RQ &KLOGUHQ
0DQDJLQJ WKH $FWLRQ 3ODQ
,W LV HVVHQWLDO LI WKLV SODQ LV WR VXFFHHG WKDW ZH KDYH HIIHFWLYH PDQDJHPHQW V\VWHPV LQ SODFH
7KLV PDQDJHPHQW SURFHVV KDV WR HQVXUH WKDW WKH PRPHQWXP IRU DFWLRQ LV VXVWDLQHG RYHU D
SHULRG RI WLPH WKDW LW SURYLGHV GULYH DQG FRPPLWPHQW DQG WKDW LW KDV LQGHSHQGHQW V\VWHPV IRU
PRQLWRULQJ SURJUHVV DJDLQVW WKH VWDWHG REMHFWLYHV DQG IRU LGHQWLI\LQJ DGMXVWPHQWV WR EH PDGH
WR VWUDWHJLHV DQG SODQV DV DSSURSULDWH
$FFRUGLQJO\ ZH SURSRVH WKH IROORZLQJ DUUDQJHPHQWV
+HDOWK 3URPRWLRQ 8QLW 7KH +38 ZLOO FRQWLQXH WR LQWHJUDWH DQG GHYHORS WKH 7REDFFR
)UHH 6RFLHW\ PHVVDJH LQWR LWV KHDOWK SURPRWLRQ VWUDWHJLHV DQG ZLOO RIIHU OHDGHUVKLS LQ NH\
DUHDV RI FRPPXQLFDWLRQ DQG HGXFDWLRQ
7REDFFR )UHH &RXQFLO 7KH HVWDEOLVKPHQW RI D 7REDFFR )UHH &RXQFLO FRPSULVLQJ RI
NH\ LQGLYLGXDOV ZLWK H[SHUWLVH LQ WKH GLVFLSOLQHV DQG VNLOOV QHFHVVDU\ WR SURPRWH D WREDFFR
IUHH VRFLHW\ OHDGHUVKLS LQ SXEOLF KHDOWK OHDGHUVKLS LQ WKH HQWHUWDLQPHQW
V DQG
FRPPXQLFDWLRQV LQGXVWULHV OHDGHUVKLS LQ VSRUWLQJ RUJDQLVDWLRQV OHJDO DQG ODZ
HQIRUFHPHQW H[SHUWV FRQVXPHU DQG SDWLHQW UHSUHVHQWDWLYHV 7KH UROH RI WKH FRXQFLO ZLOO
EH WR DGYLVH DQG DVVLVW WKH YDULRXV DJHQFLHV LQYROYHG LQ SURPRWLQJ D WREDFFR IUHH VRFLHW\
2IILFH RI 7REDFFR &RQWURO $ QDWLRQDO H[HFXWLYH RIILFH ZLOO EH HVWDEOLVKHG WR
FRRUGLQDWH WKH LPSOHPHQWDWLRQ RI WKH SURJUDPPH ,W ZLOO EH VWDIIHG RQ D IXOO WLPH EDVLV E\
VWDII IURP ERWK WKH KHDOWK ERDUGV DQG WKH 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
6HFRQGPHQWV IURP RWKHU JRYHUQPHQW DJHQFLHV ZLOO DOVR EH FRQVLGHUHG
 +HDOWK %RDUGV
 6HUYLFH 3ODQV (DFK KHDOWK ERDUG ZLOO EH UHTXLUHG WR GHVLJQDWH D
QDPHG VHQLRU RIILFHU DV WKH UHJLRQDO WREDFFR FRXQWHUSDUW DQG ZLOO LQFOXGH WKH 7REDFFR
)UHH 6RFLHW\ LQLWLDWLYH LQ LWV VHUYLFH SODQV DV DQ LGHQWLILDEOH VWUDWHJLF REMHFWLYH (DFK
KHDOWK ERDUG KDV UHFHLYHG D VPDOO EXGJHW LQ  WR IDFLOLWDWH WKH GHYHORSPHQW RI WKLV
LQLWLDWLYH
%XGJHWV DQG 6RXUFH RI )LQDQFH :H ZLOO FRQWLQXH WR DFFHOHUDWH WKH OHYHO RI IXQGLQJ WR
WKLV SXEOLF KHDOWK LQLWLDWLYH XQWLO HDFK SURJUDPPH LV IXOO\ RSHUDWLRQDO :H SURYLGHG
LQLWLDO IXQGV WR WKH KHDOWK ERDUGV DQG RWKHU ERGLHV LQ  2XU FXUUHQW HVWLPDWH LV WKDW
WKLV ZLOO FRVW DERXW PLOOLRQV LQ D IXOO VWDQGDUG \HDU D VWDQGDUG \HDU LV GHILQHG DV D
\HDU ZKHQ DOO SURJUDPPHV DUH IXOO\ RSHUDWLRQDO FI $SSHQGL[ ( )XQGLQJ ZLOO EH NHSW
XQGHU UHYLHZ DQG DGMXVWHG LQ WKH OLJKW RI H[SHULHQFH 7KHVH DGGLWLRQDO FRVWV ZLOO EH PHW
IURP WKH WREDFFR LQGXVWU\ RQ WKH SROOXWHU SD\V SULQFLSOH 7KH LQWURGXFWLRQ RI D ILIW\
SHQFH DGGLWLRQDO WD[ RQ D SDFNDJH RI FLJDUHWWHV LQ WKH %XGJHW RI 'HFHPEHU  ZLOO
HQVXUH LQWHU DOLD DQ DGHTXDWH EXGJHW EDVH IRU WKLV LQLWLDWLYH
0RQLWRULQJ 5HYLHZ DQG 3HUIRUPDQFH ,QGLFDWRUV (DFK KHDOWK ERDUG ZLOO LQFOXGH D
VHSDUDWH VHFWLRQ LQ LWV DQQXDO UHSRUW RQ WKH PHDVXUHV WKH\ DUH WDNLQJ WR SURPRWH D WREDFFR
IUHH VRFLHW\ DQG DQ LQWHJUDWHG V\VWHP IRU LQGHSHQGHQW PRQLWRULQJ RI RXU SURJUHVV DJDLQVW
WKH VWDWHG VWUDWHJLF WDUJHWV ZLOO EH GHYHORSHG 7KH PRVW FULWLFDO LQGLFDWRU RI VXFFHVV ZLOO
EH D GRZQWXUQ LQ WKH SUHYDOHQFH RI VPRNLQJ DPRQJ FKLOGUHQ DQG \RXQJ SHRSOH XQGHU 
3J 
\HDUV )DLOXUH WR DFKLHYH WKH GHVLUHG GRZQWXUQ VKRXOG DXWRPDWLFDOO\ UHVXOW LQ WKH
LQWURGXFWLRQ RI IXUWKHU PHDVXUHV
3J 
7LHU  WR 
7LHU 








































7LHU  DQG 2IILFH RI
7REDFFR &RQWURO
6WDWXWRU\ &RXQFLO




















RI WKH SROLF\ DQG


































7DEOH 2YHUYLHZ RI WKH 'LYLVLRQ RI )XQFWLRQV RI 3ULQFLSDO $JHQFLHV
3J 
7KH 3URVSHFWV IRU 6XFFHVV
,Q WKH 86 )ORULGD WKH PXOWLVHFWRUDO VWUDWHJ\ KDV EHHQ SDUWLFXODUO\ VXFFHVVIXO )RU
H[DPSOH RQH VFKRRO EDVHG SURJUDPPH 3URMHFW 717 LV UHSRUWHG WR KDYH UHGXFHG
LQLWLDWLRQ RI FLJDUHWWH XVH E\ DERXW  SHUFHQW ,W UHGXFHG ZHHNO\ RU UHJXODU XVH RI
FLJDUHWWHV E\ DERXW  SHUFHQW
7KHUH LV D JURZLQJ ZRUOGZLGH DZDUHQHVV DW SURIHVVLRQDO DQG SROLWLFDO OHYHO RI WKH SXEOLF
KHDOWK LPSOLFDWLRQV RI WREDFFR XVDJH DQG D FRUUHVSRQGLQJ ZLOOLQJQHVV WR DFW HJ
Y7KHUH LV D QHZ FRQVHQVXV DW (XURSHDQ OHYHO ZKLFK DOORZV IRU WKH LQWURGXFWLRQ RI DQ
(8 ZLGH EDQ RQ DOO DGYHUWLVLQJ RI WREDFFR SURGXFWV 7KLV DSSURDFK LV DOVR DGRSWHG LQ
$XVWUDOLD 1HZ =HDODQG &DQDGD DQG PDQ\ RWKHU FRXQWULHV
Y,Q $PHULFD WKH WREDFFR LQGXVWU\ LV IDFLQJ D ODUJH QXPEHU RI FRXUW DFWLRQV DQG DUH
EHLQJ EURXJKW WR DFFRXQW IRU WKH KDUP WKHLU SURGXFWV FDXVHG DQG IRU WKHLU LUUHVSRQVLEOH
DSSURDFK WR WKH PDUNHWLQJ RI WKHLU SURGXFW ,Q SDUWLFXODU WKH $WWRUQH\V *HQHUDO RI PRVW
6WDWHV LQLWLDWHG DFWLRQV RQ EHKDOI RI WKHLU 6WDWH 7KHVH DFWLRQV KDYH ZLWK VRPH
H[FHSWLRQV EHHQ VHWWOHG LQ DQ DJJUHJDWHG DJUHHPHQW NQRZQ DV WKH 0XOWL 6WDWH
6HWWOHPHQW ,W FRQVWLWXWHV GH IDFWR DFNQRZOHGJHPHQWV E\ WKH LQGXVWU\ RI VHULRXV ZURQJ
GRLQJ DQG LQFOXGHV WKH SD\PHQW RI VXEVWDQWLDO UHVWLWXWLRQ 0RUH LPSRUWDQWO\ LW UHTXLUHV
D KLJKHU HWKLFDO VWDQGDUG RI PDUNHWLQJ IURP WKH 86 LQGXVWU\ D IDFW ZKLFK VKRXOG KDYH
JOREDO EHQHILWV 7KH 86 IHGHUDO *RYHUQPHQW KDV QRZ FRPPHQFHG IXUWKHU OLWLJDWLRQ RQ
LWV RZQ EHKDOI
Y,Q ,UHODQG WKH 2LUHDFKWDV -RLQW &RPPLWWHH RQ +HDOWK DQG &KLOGUHQ KDV SXEOLVKHG D
SUHOLPLQDU\ UHSRUW RQ WKHLU HQTXLULHV LQWR WREDFFR DQG KHDOWK DQG KDYH UHTXHVWHG
SRZHUV WR FRPSHO ZLWQHVVHV DQG SDSHUV LQ RUGHU WKDW WKH\ PLJKW FRQFOXGH WKHLU
LQYHVWLJDWLRQ 7KH\ UHFRPPHQGHG D QDWLRQDO DQWL WREDFFR VWUDWHJ\ EH DGRSWHG DQG
DOVR UHFRPPHQGHG WKDW WKH 6WDWH LQLWLDWH OHJDO DFWLRQ DJDLQVW WKH LQGXVWU\ IRU WKH KDUP
FDXVHG E\ WREDFFR SURGXFWV
Y,Q %ULWDLQ D +RXVH RI &RPPRQV 6HOHFW &RPPLWWHH KDV EHJXQ DQ LQYHVWLJDWLRQ LQWR
WKH WREDFFR LQGXVWU\ DQG WKH RXWFRPH RI WKDW HQTXLU\ ZLOO GHWHUPLQH ZKHWKHU WKH 8.
*RYHUQPHQW OLWLJDWHV DJDLQVW WKH LQGXVWU\ RU QRW
Y7KH :RUOG +HDOWK 2UJDQLVDWLRQ :+2 KDYH QRZ LGHQWLILHG VPRNLQJ DV WKHLU
QXPEHU WZR SULRULW\ QH[W WR PDODULD DQG WKH\ DUH HQJDJHG LQ GHYHORSLQJ D QXPEHU RI
LQLWLDWLYHV 7KH :+2 KDV DOVR LQLWLDWHG D VHSDUDWH LQYHVWLJDWLRQ LQWR WKH DOOHJDWLRQ WKDW
WKH WREDFFR LQGXVWU\ REVWUXFWHG LWV SXEOLF KHDOWK SURJUDPPHV RYHU D QXPEHU RI \HDUV
1RQ *RYHUQPHQWDO 2UJDQLVDWLRQV 1*2V
$VK ,UHODQG 7KH ,ULVK &DQFHU 6RFLHW\ ,ULVK +HDUW )RXQGDWLRQ ,ULVK 0HGLFDO 2UJDQLVDWLRQ
(QYLURQPHQWDO +HDOWK 2IILFHUV $VVRFLDWLRQ DQG WKH ,ULVK 1XUVHV 2UJDQLVDWLRQ DV ZHOO DV
QXPHURXV RWKHU ERGLHV DQG SURIHVVLRQDO RUJDQLVDWLRQV KDYH SURYLGHG LQYDOXDEOH VHUYLFH LQ
WKH VWUXJJOH DJDLQVW WREDFFR 7KH\ KDYH PDLQWDLQHG D FRQVWDQW YLJLO RYHU WKH LVVXH IRU
PDQ\ \HDUV DQG KDYH FRQWLQXRXVO\ DOHUWHG XV WR WKH GDQJHUV SRVHG E\ WKLV SURGXFW :H
3J 
DFNQRZOHGJH WKH LPSRUWDQFH RI WKH 1*2
V LQ WKLV PDWWHU DQG WKH XQLTXHQHVV RI WKHLU
FRQWULEXWLRQ
$OO PDMRU VSRUWLQJ ERGLHV LQ ,UHODQG DV D PDWWHU RI SROLF\ GR QRW DFFHSW VSRQVRUVKLS IURP
WREDFFR FRPSDQLHV UHIOHFWLQJ D SURDFWLYH FRPPLWPHQW IURP WKHP WR WKLV DJHQGD 7KLV LV
YHU\ SRVLWLYH VRFLDO OHDGHUVKLS DQG LW LV RXU LQWHQWLRQ WR LQYLWH WKHVH RUJDQLVDWLRQV WR EH
UHSUHVHQWHG RQ WKH 7REDFFR )UHH &RXQFLO
7KH FRPSOHPHQWDU\ UROHV RI YROXQWDU\ DQG VWDWXWRU\ DJHQFLHV VKRXOG EH V\QHUJLVWLF 7KHUH
LV D QHHG WR SURWHFW WKH LQGHSHQGHQFH DQG DXWRQRP\ RI DFWLRQ RI WKH 1*2
V ZKLOH DOVR
H[SORLWLQJ WKHLU FDSDELOLW\ DQG FRPPLWPHQW :H KRSH WKH\ ZLOO SDUWLFLSDWH LQ WKH
7REDFFR )UHH &RXQFLO DQG VXSSRUW WKH RWKHU HOHPHQWV RI WKLV LQLWLDWLYH LQ SURPRWLQJ D
WREDFFR IUHH VRFLHW\
6XPPDU\
2XU PLVVLRQ IRU WKH IXWXUH LV WR SURPRWH D 7REDFFR )UHH 6RFLHW\ 7R IXUWKHU WKLV PLVVLRQ
ZH KDYH LGHQWLILHG IRXU NH\ VWUDWHJLF REMHFWLYHV YL] WR FKDQJH DWWLWXGHV WRZDUGV
VPRNLQJ WR VXSSRUW DQG HPSRZHU SHRSOH WR SURWHFW SHRSOH DJDLQVW SDVVLYH VPRNLQJ DQG
WR IRFXV RQ SURWHFWLRQ IRU FKLOGUHQ
7R DFKLHYH WKHVH REMHFWLYHV D VHYHQ WLHU DFWLRQ SODQ LV SURSRVHG 7KLV SODQ DGYRFDWHV
EHWWHU FRPPXQLFDWLRQV DQG HGXFDWLRQ ,W SURSRVHV PRUH KHOS IRU VPRNHUV WR TXLW DQG
DGYRFDWHV WRXJKHU UHJXODWLRQ RI WKH WREDFFR LQGXVWU\ WR HOLPLQDWH LQGXFHPHQWV WR FKLOGUHQ
WR H[SHULPHQW ZLWK WREDFFR 6PRNHUV VKRXOG EH IXOO\ LQIRUPHG E\ WKH WREDFFR LQGXVWU\ RI
WKH ULVNV WKH\ DUH XQGHUWDNLQJ DQG WKHUH VKRXOG EH IXUWKHU SURWHFWLRQ DJDLQVW WKH KDUPIXO
HIIHFWV RI SDVVLYH VPRNLQJ 7KH SODQ DOVR DGYRFDWHV LPSURYHG FRPSOLDQFH ZLWK H[LVWLQJ
ODZV 7R EH VXFFHVVIXO IXOO FRPPXQLW\ LQYROYHPHQW ERWK LQ ,UHODQG DQG DEURDG LV
UHTXLUHG $Q DGHTXDWHO\ UHVRXUFHG PDQDJHPHQW V\VWHP LV QHFHVVDU\ WR HQVXUH VXFFHVV DQG
WKH FRVW RI WKLV LQLWLDWLYH VKRXOG EH LQWHUQDOLVHG WR WKH WREDFFR VHFWRU 3URJUHVV ZRXOG KDYH
WR EH LQGHSHQGHQWO\ PRQLWRUHG
3J 
0HPEHUVKLS
0U 7RP 0RRQH\ $VVLVWDQW 6HFUHWDU\ &RPPXQLW\ +HDOWK 'LYLVLRQ 'HSDUWPHQW
RI +HDOWK DQG &KLOGUHQ &KDLUPDQ
0U 1RHO 8VKHU 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
'U (LEKOLQ &RQQROO\ 'HSXW\ &KLHI 0HGLFDO 2IILFHU 'HSDUWPHQW RI +HDOWK DQG
&KLOGUHQ
0V $QJHOD 2
)O\QQ /HJDO $GYLVHU 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
0U &KULV )LW]JHUDOG 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
0U'RQDO 2 6KHD &KLHI ([HFXWLYH 2IILFHU (DVWHUQ 5HJLRQDO +HDOWK $XWKRULW\
'U 3DW 'RRUO\ 'LUHFWRU RI 3XEOLF +HDOWK 0LGODQG +HDOWK %RDUG
0U 7RP 3RZHU 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ
0U *HDURLG 2 'XIIDLJK 'HSDUWPHQW RI +HDOWK DQG &KLOGUHQ6HFUHWDU\
$FNQRZOHGJHPHQWV
7KH *URXS ZLVKHV WR UHFRUG LWV DSSUHFLDWLRQ IRU WKH H[FHOOHQW VXSSRUW LW UHFHLYHG IURP
0U *HDURLG 2
'XIDLJK ZKR LQ DGGLWLRQ WR KLV PDQ\ RWKHU GXWLHV DFWHG ZLWK FRXUWHV\ DQG
HIILFLHQF\ DV 6HFUHWDU\ WR WKH JURXS
3J 
0U 7RP 0RRQH\ &KDLUPDQ
0U 1RHO 8VKHU
'U (LEKOLQ &RQQROO\ 
0V $QJHOD 2
)O\QQ




0U *HDURLG 2 'XIIDLJK 6HFUHWDU\
3J 
$SSHQGL[ $ $GGLWLYHV WR 7REDFFR 3URGXFWV
6<121<0 25 &,*$5(77( 3,3(
$'',7,9( %,2/2*,&$/ 25,*,1 5<2 &,*$5 72%$&&2
$FDFLD JXP

$FDFLD VHQHJDL   
*XP DUDELF
$FHWDOO $FHWDLGHK\GH GLHWK\O   
DFHZ 'LHWK\O DFHWDO
$FFWDOGHK\GHO (G/LQDO   
$FHWLF DLGHK\GH
$FFWDQLVRLF
SDUD   
0HWKR[\DFHWRSKHQRQH
SDUD$FHW\O DQLVROH
$FHWLF DFLG DQGRU LWV
(WKDQRLF DFLG   




+\GUR[\EXWDQRQH   
$FHW\O PHWK\O FDUELQRO
$FHWRSKHQRQHO
0HWK\O SKHQ\O NHWRQH   
$FHW\O EHQ]HQH
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7KH OLVW LQFOXGHV DGGLWLYHV WR WREDFFR SURGXFWV VSHFLILFDOO\ FLJDUHWWHV FLJDUHWWH SDSHUV
 UROO\RXURZQ 5<2 WREDFFRV
FLJDUV DQG SLSH WREDFFR DSSURYHG IRU XVH RQ SURGXFWV PDUNHWHG LQ WKH 8QLWHG .LQJGRP WKDW DSSHDUHG LQ $SSHQGL[ 9,, RI
WKH 6HFRQG 5HSRUW RI WKH ,QGHSHQGHQW 6FLHQWLILF &RPPLWWHH RQ 6PRNLQJ DQG +HDOWK
 DQG LQ $SSHQGL[ , RI WKH &RPPLWWHH
V
)RXUWK 5HSRUW WRJHWKHU ZLWK DQ\ DGGLWLRQDO EXW SUHYLRXVO\ XQSXEOLVKHG DGGLWLYHV )RUPHUO\ WKHUH ZHUH WKUHH OLVWV FRPSULV
LQJ WKH IROORZLQJ
/LVW , $GGLWLYHV ZLWK UHODWLYHO\ KLJK LQFOXVLRQ OLPLWV H[SUHVVHG LQ WHUPV RI SHUFHQWDJHV LQ WKH ILQDO SURGXFW HDFK HQWU\
EHLQJ DW RU DERYH  ,  $Q DJJUHJDWH OLPLW RI   IRU FLJDUHWWHV 5<2 RU FLJDUV DQG  IRU SLSH WREDFFR
DSSOLHG Z DGGLWLYHV LQ WKLV OLVW
/LVW  $GGLWLYHV ZLWK ORZHU OLPLWV H[SUHVVHG LQ WHUPV RI WJJ,  SDUWV SHU PLOOLRQ LQ WKH ILQDO SURGXFW PRVW HQWULHV
EHLQJ EHORZ  XJ J  , $ VHSDUDWH DJJUHJDWH OLPLW RI    IRU FLJDUHWWHV 5<2 RU FLJDUV DQG  
IRU SLSH WREDFFR DSSOLHG WR DGGLWLYHV LQ WKLV OLVW
/LVW  6ROYHQWV ZKLFK PD\ EH XVHG LQ WKH DSSOLFDWLRQ RI DGGLWLYHV
)RU FRQYHQLHQFH WKHVH KDYH QRZ EHHQ PHUJHG LQWR D VLQJOH DOSKDEHWLFDO OLVW ZLWK LQFOXVLRQ OLPLWV H[SUHVVHG DV SHUFHQWDJHV
WKURXJKRXW 7R PDLQWDLQ HVVHQWLDOO\ WKH VDPH DJJUHJDWH OLPLWV GHVFULEHG DERYH DOO IRUPHU OLVW , DQG  DGGLWLYHV DUH GHQRWHG
LQ WKH DOSKDEHWLFDO OLVW
7KH WHUP TXDQWXP VDWLV LV XVHG LQ WKH FDVH RI VROYHQWV ZKLFK PD\ EH XVHG LQ VXIILFLHQW TXDQWLWLHV IRU WKH DSSOLFDWLRQ RI
DGGLWLYHV OHDYLQJ QHJOLJLEOH UHVLGXHV

$FHU\O S\UD]LQH






0HWKYLS\ULG\O NHWRQH  
$JD UHVLQRLG
3NYFHQRO VFHQH  
$OOVSLFH H[WUDFW ROHRUHVLQ






3LPHQWD RIILFLQDLLV   
3LPHMXD GLRLFD
$OOXUD 5HG
 )' 	 & 5HG    
&, 1R 
$OO\L KH[ RDWH $OO\O FDSURDWH   
$OPRQG RLO
$P\JGDOXV FRPPXQLV   
3PQXV DQD\JGDOXV
$OXPLQLXP DFHWDWH





$OXPLQLXP ODFUDHO  
$OXPLQLXP R[LGH
   
$OXPLQLXP SKRVSKDWH
   
$OXQLLQLXP WDUWUDWH
   
$OXPLQLXP WULK\GUR[LGH

$OXPLQLXP K\GUR[LGH   
$OXPLQRVLOLFDWHV

1DWXUDO RU V\QWKHWLF   
&RQWDLQLQJ FDWLRQV RI $O
&D )H 0J . DQG 1D
$PEHU RLO 3LQXV VXFFLQLIHUD   
$PEHUV(ULV H[WUDFW
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 0H\XKD VSLFDWD   
0HQWKD YLULGLV
6SLNH ODYHQGHU RLO
 /DYDQGXOD ,[LIROLD   
6SLUDQRL




6SLULWV GLVWLOOHG :KLVN\ EUDQG\ UXP 4XDQWXP VDWLV
6WDU DQLVH RLO
 ,OOLFLXP YHUXP   
6WDUFK




7DSLRFD   
6W\U$[ JXP DQG H[WUDFW





:KLWH VXJDU LQYHQ UDZ RU   
VXFURVH V\UXS

EURZQ VXJDU JROGHQ V\UXS
DQG QRO6XQVFW <HOORZ )&)

)RRG \HOORZ 1R   
7DPDQQG H[WUDFW







$UWHPLVLD GUDFXQFXOXV   






&, 1R    
)'	& <HOORZ 1R
7HD DEVROXWH DQG UHVLQRLG

,KHD VLQHQVLV    
7HUSLLLO  
DOSKD EHWD DQG JDPPD
7HUSLQ\O DFHPWHO





RIXUDQ   
GLPHWK\OEHQ]RIWLUDQ#
7HWUDK\GURPHWK\O
5RVH R[LGH   
PHWK\OSURSFQ\L S\UDQ

7HWUDPHWK\O   
S\UD]LQHO
7ELDEHQGD]ROH
7KLD]ROYLO   
H]LPLGD]ROH
7K\PH RLO ZKLWH DQG





SDUD&\PHQRO   
7LWDQLXP GLR[LGH
   
7REDFFR H[WUDFWV

1LFROLDQD WDEDFXP 4XDQWXP VDWLV
DV IOMLYRXU Z: 	UDP QLDWHILON
 ZEMPW WR SULP DSSPYDL
7ROX EDOVDP JXP DQG




PL[HG 0HWK\O   




EXU\UDWHSDUD&UHV\O LVRYDOHUDWH   
7RO\O SKHQ\ODFHWDWH

SDUD&UHV\O SKHQ\O   
DFHWDWH
7RQND EHDQ DQG H[WUDFW

'LSWHU\[ DGRUDWD   
7ULFKORUR , SKHQYL
5RVWRL   
HWK\O DFHWDWH
7ULHWK\L FLWUDWH
&LWULF DFLG WULHWK\O HVWHU   
7ULHWK\OHQH JO\FRO





   
3J 
7XEHURVH DEVROXWH DQG RLO
3ROYDQWKHV WXEHURVD   
7XUSHQWLQH RLO
 3LQXV VSS   
JDPPD8QGZDLDFWRQH




$OGHK\GH & ,, XQGHF\OLF   
8UHDO   
9DOHULDQ URRW SRZGHU
9DOHULDQD RIILFLQDOLV   
H[WUDFW DQG RLO

9DOHULF DFLG 3HQWDQRLF DFLG   
RDPLQD9DOHURLDFWRQH
+YGUR[\SHQWDQRLF DFLG   
9DQLOOD EHDQV RU SRGV 9DQLOOD VSS   
RU H[WUDFW DQG ROHDPVLQ

9PILOOLQ
+\GUR[\PHWKR[\   
EHQ]DLGHK\GH
9HUDWUDLGHK\GHO
'LPHWKR[\EHQ]DLGHK\GH   
9HWLYHU RLO
 9HWLYHULD ]]]DQLRLGHV   
9LROHW RLO DQG DEVROXWH9LROD RGRULXD   
9LROHW OHDI DEVROXWH
9LROD RGRUDWD   
:KHDW H[WUDFW DQG DEVROXWH
7LOWLFXP VSS   
:LQH DQG ZLQH VKHUU\ 4XDQWXP VDWLV
:RRGUXII H[WUDFW $VSHUXOD RGRUDWD   
<ODQJ \ODQJ RLO DQG&Z/DQJD RGRUDWD   
DEVROXWH
3J 
$SSHQGL[ % &KHPLFDO 3URILOH RI 7REDFFR 6PRNH
%XWDGLHQH
$FXWH H[SRVXUH LQ KXPDQV UHVXOWV LQ LUULWDWLRQ RI WKH
H\HV QDVDO SDVVDJHV WKURDW DQG OXQJV DQG FDXVHV
QHXURORJLFDO HIIHFWV VXFK DV EOXUUHG YLVLRQ IDWLJXH
KHDGDFKH DQG YHUWLJR (SLGHPLRORJLFDO VWXGLHV KDYH
UHSRUWHG D SRVVLEOH DVVRFLDWLRQ EHWZHHQ H[SRVXUH DQG
FDUGLRYDVFXODU GLVHDVHV ,W LV D SUREDEOH KXPDQ
FDUFLQRJHQ RI PHGLXP FDUFLQRJHQLF KD]DUG
86 (3$
$FHWDOGHK\GH
7KH SULPDU\ DFXWH HIIHFW RI LQKDODWLRQ H[SRVXUH WR
DFHWDOGHK\GH LV LUULWDWLRQ RI WKH H\HV VNLQ DQG
UHVSLUDWRU\ WUDFW LQ KXPDQV (U\WKHPD FRXJKLQJ
SXOPRQDU\ HGHPD DQG QHFURVLV PD\ DOVR RFFXU
86 (3$
$FHWRQH
:RUNHUV H[SRVHG WR DFHWRQH YDSRXUV H[SHULHQFHG
WUDQVLHQW H\H DQG QRVH LUULWDWLRQ
86 (3$
$FUROHLQ
$FUROHLQ LV H[WUHPHO\ WR[LF WR KXPDQV 7KH DFXWH DQG
FKURQLF HIIHFWV RI DFUROHLQ LQ KXPDQV FRQVLVW PDLQO\ RI
HIIHFWV RQ WKH OXQJ VXFK DV XSSHU UHVSLUDWRU\ WUDFW
LUULWDWLRQ DQG FRQJHVWLRQ DQG H\H LUULWDWLRQ
86 (3$
$FU\ORQLWULOH
$FXWH H[SRVXUH YLD LQKDODWLRQ KDV EHHQ REVHUYHG WR
FDXVH ORZJUDGH DQDHPLD F\DQRVLV OHXNRF\WRVLV NLGQH\
LUULWDWLRQ PLOG MDXQGLFH DQG LUUHJXODU EUHDWKLQJ ZLWK
V\PSWRPV WKDW LQFOXGH PXFRXV PHPEUDQH LUULWDWLRQ
KHDGDFKHV GL]]LQHVV QDXVHD IHHOLQJV RI DSSUHKHQVLRQ
DQG QHUYRXV LUULWDELOLW\ >,W LV D@ SUREDEOH KXPDQ
FDUFLQRJHQ RI PHGLXP FDUFLQRJHQLF KD]DUG
86 (3$
$PPRQLD
$PPRQLD FDQ LQFUHDVH VXVFHSWLELOLW\ WR YLUDO LOOQHVV
DQG DJJUDYDWH FKURQLF UHVSLUDWRU\ FRQGLWLRQV
+HDOWK &DQDGD
3J 
$URPDWLF DPLQHV  DPLQRELSKHQ\O
$FXWH LQKDODWLRQ H[SRVXUH SURGXFHV KHDGDFKHV OHWKDUJ\
F\DQRVLV XULQDU\ EXUQLQJ DQG KHPDWXULD LQ KXPDQV >LW@
LV D NQRZQ KXPDQ EODGGHU FDUFLQRJHQ
86 (3$
%HQ]HQH
$ VXEVWDQFH GHFODUHG WR[LF RU FDUFLQRJHQLF WR KXPDQ
KHDOWK XQGHU WKH &DQDGLDQ (QYLURQPHQWDO 3URWHFWLRQ $FW
&(3$
/LNH FDGPLXP EHQ]HQH LV OLVWHG E\ WKH ,QWHUQDWLRQDO
$JHQF\ IRU 5HVHDUFK RQ &DQFHU DV D *URXS  FDUFLQRJHQ
,W FDXVHV OHXNDHPLD DQG FDQ DOVR FDXVH DSODVWLF DQDHPLD
D FRQGLWLRQ ZKHUH WKH ERQH PDUURZ IDLOV WR SURGXFH QHZ
EORRG FHOOV
%HQ]HQH LV D FRPPRQO\ XVHG LQGXVWULDO FKHPLFDO ,W LV D
FRQVWLWXHQW RI JDVROLQH DQG LV XVHG DV D VROYHQW
&RQFHUQ DERXW WKH KHDOWK ULVNV IURP EHQ]HQH H[SRVXUH KDV
UHVXOWHG LQ HIIRUWV WR UHGXFH WKH EHQ]HQH FRQWHQW RI
JDVROLQH %XW DOWKRXJK JDVROLQH LV WKH PDMRU VRXUFH RI
EHQ]HQH HPLVVLRQV WR WKH DLU RYHU  LW LV
UHVSRQVLEOH IRU OHVV WKDQ  RI WKH EHQ]HQH WKDW SHRSOH




7KHUH DUH PXOWLSOH DQLPDO VWXGLHV LQ PDQ\ VSHFLHV
GHPRQVWUDWLQJ %$3 WR EH FDUFLQRJHQLF IROORZLQJ
DGPLQLVWUDWLRQ E\ QXPHURXV URXWHV 86 (3$
%XW\UDOGHK\GH
+XPDQ KHDOWK HIIHFWV DVVRFLDWHG ZLWK EUHDWKLQJ RU
RWKHUZLVH FRQVXPLQJ VPDOO DPRXQWV RI EXW\UDOGHK\GH RYHU
ORQJ SHULRGV RI WLPH DUH QRW NQRZQ« OLPLWHG HYLGHQFH
VKRZV WKDW EXW\UDOGHK\GH PD\ FDXVH FKDQJHV LQ FHOOV
LPSRUWDQW WR WKH UHSURGXFWLYH V\VWHP RI DQLPDOV
86 (3$
&DGPLXP
&DGPLXP LV PXFK PRUH GDQJHURXV E\ LQKDODWLRQ WKDQ E\
LQJHVWLRQ 5HSHDWHG RU ORQJWHUP H[SRVXUH WR FDGPLXP
HYHQ DW UHODWLYHO\ ORZ FRQFHQWUDWLRQV PD\ UHVXOW LQ
NLGQH\ GDPDJH DQG DQ LQFUHDVHG ULVN RI FDQFHU RI WKH
OXQJ DQG RI WKH SURVWDWH
3J 
&DGPLXP LV OLVWHG E\ WKH ,QWHUQDWLRQDO $JHQF\ IRU
5HVHDUFK RQ &DQFHU ,$5& LQ LWV WRS OHYHO RI
FDUFLQRJHQV
&DGPLXP DOVR KDUPV NLGQH\V LW LV QHSKURWR[LF :KHQ
NLGQH\V DUH GDPDJHG E\ FDGPLXP WKH\ H[FUHWH VXFK
VXEVWDQFHV DV SURWHLQV WKDW VKRXOG EH UHWDLQHG E\ WKH
ERG\
$OWKRXJK FDGPLXP LV IRXQG LQ ZDWHU IRRG DQG DLU
VPRNLQJ FLJDUHWWHV OHDGV WR ODUJH LQFUHDVHV LQ KXPDQ
H[SRVXUH WR WKLV WR[LF HOHPHQW %ORRG FDGPLXP OHYHOV LQ
SHRSOH VPRNLQJ  RU PRUH FLJDUHWWHV SHU GD\ DUH  WLPHV
KLJKHU WKDQ QRQVPRNHUV
/LNH OHDG FDGPLXP KDV D ORQJ KDOIOLIH LQ WKH ERG\ LQ
H[FHVV RI  \HDUV
&DGPLXP LV H[FUHWHG LQ EUHDVW PLON 7KH PLON RI VPRNLQJ




$FXWH HIIHFWV DUH GXH WR WKH IRUPDWLRQ RI
FDUER[\KHPRJORELQ LQ WKH EORRG ZKLFK LQKLELWV R[\JHQ
LQWDNH $W PRGHUDWH FRQFHQWUDWLRQV DQJLQD LPSDLUHG
YLVLRQ DQG UHGXFHG EUDLQ IXQFWLRQ PD\ UHVXOW
&DUERQ PRQR[LGH KDUPV WKH DELOLW\ RI EORRG WR FDUU\
R[\JHQ WR KXPDQ WLVVXHV E\ FRPELQLQJ ZLWK KDHPRJORELQ LQ
WKH EORRG WR IRUP FDUER[\KHPRJORELQ
&DUERQ PRQR[LGH H[SRVXUH FDQ UHVXOW LQ GDPDJH WR WKH
OLQLQJ RI EORRG YHVVHOV DQG WR WKH VPRRWK PXVFOH LQ WKH
ZDOOV RI EORRG YHVVHOV ,W FDQ FRQWULEXWH WR KDUGHQLQJ
RI WKH DUWHULHV 7KLV LV OLNHO\ RQH RI WKH ZD\V LQ ZKLFK
VPRNLQJ FRQWULEXWHV WR WKH LQFUHDVHG ULVN RI KHDUW
GLVHDVH
%HFDXVH LW UHGXFHV WKH R[\JHQ VXSSO\ WR QHXURQV FDUERQ
PRQR[LGH LV D QHXURWR[LFDQW
&DUERQ PRQR[LGH LV SURGXFHG E\ DOPRVW DQ\ EXUQLQJ
PDWHULDO DQG JRYHUQPHQWV KDYH DOUHDG\ PRYHG WR UHGXFH
FDUERQ PRQR[LGH SROOXWLRQ E\ UHJXODWLQJ HPLVVLRQV IURP
DXWRPRELOHV SRZHU SODQWV IDFWRULHV DQG RWKHU VRXUFHV
$OWKRXJK WREDFFR VPRNH LV D UHODWLYHO\ VPDOO VRXUFH RI
FDUERQ PRQR[LGH HPLVVLRQV WR WKH DWPRVSKHUH LW LV WKH
PDMRU VRXUFH RI FDUERQ PRQR[LGH H[SRVXUH WR VPRNHUV
3J 
1RQVPRNHUV W\SLFDOO\ KDYH FDUER[\KHPRJORELQ OHYHOV QHDU
 7KH VDPH OHYHOV LQ VPRNHUV DUH PXFK KLJKHU 
UDQJLQJ IURP  WR  /HYHOV LQ VPRNHUV DUH DIIHFWHG
E\ ERWK KRZ WKH\ VPRNH DQG KRZ PXFK WKH\ VPRNH
86 (3$
&DWHFKRO
,QFUHDVHG WKH FDUFLQRJHQLF HIIHFWV RI EHQ]R>D@S\UHQH RQ
WKH VNLQ LQ PLFH ZKHQ DSSOLHG WRJHWKHU GHUPDOO\
86 (3$
&URWRQDOGHK\GH
$ SRVVLEOH KXPDQ FDUFLQRJHQ
86 (3$
)RUPDOGHK\GH
)RUPDOGHK\GH FDXVHV DFXWH H\H EXUQLQJ DQG LUULWDWHV
PXFRXV PHPEUDQHV DQG WKH UHVSLUDWRU\ WUDFW (3$ KDV




,W LV DPRQJ WKH PRVW WR[LF FKHPLFDOV IRXQG LQ WREDFFR
VPRNH 6KRUWWHUP H[SRVXUH FDQ OHDG WR KHDGDFKHV
GL]]LQHVV QDXVHD DQG YRPLWLQJ
+HDOWK &DQDGD
/HDG
/HDG LV D KLJKO\ WR[LF PHWDO /HDG LV FDSDEOH RI
FDXVLQJ VHULRXV GDPDJH WR WKH EUDLQ NLGQH\V QHUYRXV
V\VWHP DQG UHG EORRG FHOOV &KLOGUHQ DUH SDUWLFXODUO\
YXOQHUDEOH EHFDXVH OHDG LV PRUH HDVLO\ DEVRUEHG LQWR
JURZLQJ ERGLHV DQG WKH WLVVXHV RI VPDOO FKLOGUHQ DUH
VHQVLWLYH WR LWV HIIHFWV /HDG H[SRVXUH LQ FKLOGUHQ FDQ
UHVXOW LQ GHOD\V LQ SK\VLFDO GHYHORSPHQW ORZHU ,4




3RVVLEOH KXPDQ FDUFLQRJHQ « EDVHG RQ DQ LQFUHDVHG
LQFLGHQFH RI VNLQ SDSLORPDV LQ PLFH
86 (3$
0HUFXU\
$GXOWV H[SRVHG WR PHWDOOLF PHUFXU\ YDSRXU PD\ GHYHORS
VKDNLQHVV WUHPRUV PHPRU\ ORVV DQG NLGQH\ GLVHDVH
86 'HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLFHV
3J 
0HWK\O (WK\O .HWRQH
([SRVXUH WR PHWK\O HWK\O NHWRQH LQ KXPDQV YLD
LQKDODWLRQ UHVXOWV LQ LUULWDWLRQ WR WKH H\HV QRVH DQG
WKURDW DQG FHQWUDO QHUYRXV V\VWHP GHSUHVVLRQ
86 (3$
1LFNHO
,QKDODWLRQ H[SRVXUH WR QLFNHO FRPSRXQGV FDQ LQFUHDVH
VXVFHSWLELOLW\ WR UHVSLUDWRU\ LQIHFWLRQV
86 'HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLFHV
1LWULF R[LGH
3URGXFHV VKRUW WHUP HIIHFWV RQ DLUZD\ DFWLYLW\ +LJK
FRQFHQWUDWLRQV FDQ OHDG WR DFXWH OXQJ G\VIXQFWLRQ
6SHFLDO ULVNV H[LVW IRU FKURQLF EURQFKLWLV HPSK\VHPD
DQG DVWKPD LQ FKLOGUHQ XQGHU WZR \HDUV ROG &KURQLF
HIIHFWV DUH QRW ZHOO HVWDEOLVKHG
86 (3$
S+\GURTXLQRQH
([SRVXUH WR K\GURTXLQRQH GXVW KDV UHVXOWHG LQ H\H
LQMXULHV ZKLFK YDULHG IURP PLOG LUULWDWLRQ DQG VWDLQLQJ
RI FRQMXQFWLYDH DQG FRUQHD WR FKDQJHV LQ WKH WKLFNQHVV




3KHQRO LV KLJKO\ LUULWDWLQJ WR WKH VNLQ H\HV DQG
PXFRXV PHPEUDQHV LQ KXPDQV
86 (3$
3URSLRQDOGHK\GH
([SRVXUH WR KLJK OHYHOV RI SURSLRQDOGHK\GH FDXVHG
DQDHVWKHVLD DQG OLYHU GDPDJH YLD LQKDODWLRQ H[SRVXUH
86 (3$
4XLQROLQH
$FXWH LQKDODWLRQ H[SRVXUH WR TXLQROLQH YDSRXUV
LUULWDWHV WKH H\HV QRVH DQG WKURDW DQG PD\ FDXVH
KHDGDFKHV GL]]LQHVV DQG QDXVHD LQ KXPDQV (3$ KDV




+\GURJHQ VHOHQLGH LV WKH PRVW DFXWHO\ WR[LF VHOHQLXP
FRPSRXQG $FXWH H[SRVXUH WR K\GURJHQ VHOHQLGH E\
3J 
LQKDODWLRQ UHVXOWV SULPDULO\ LQ UHVSLUDWRU\ HIIHFWV
VXFK DV LUULWDWLRQ RI WKH PXFRXV PHPEUDQHV SXOPRQDU\
HGHPD VHYHUH EURQFKLWLV DQG EURQFKLDO SQHXPRQLD
86 (3$
6W\UHQH
&KURQLF H[SRVXUH WR VW\UHQH LQ KXPDQV UHVXOWV LQ
HIIHFWV RQ WKH FHQWUDO QHUYRXV V\VWHP VXFK DV KHDGDFKH
IDWLJXH ZHDNQHVV DQG GHSUHVVLRQ SHULSKHUDO QHXURSDWK\




&HQWUDO QHUYRXV V\VWHP GHSUHVVLRQ KDV EHHQ UHSRUWHG WR
RFFXU LQ FKURQLF DEXVHUV H[SRVHG WR KLJK OHYHOV RI
WROXHQH 6\PSWRPV LQFOXGH DWD[LD WUHPRUV FHUHEUDO
DWURSK\ Q\VWDJPXV LQYROXQWDU\ H\H PRYHPHQWV DQG
LPSDLUHG VSHHFK KHDULQJ DQG YLVLRQ &KURQLF LQKDODWLRQ
H[SRVXUH RI KXPDQV WR WROXHQH DOVR FDXVHV LUULWDWLRQ RI
WKH XSSHU UHVSLUDWRU\ WUDFW H\H LUULWDWLRQ VRUH
WKURDWV QDXVHD VNLQ FRQGLWLRQV GL]]LQHVV KHDGDFKHV
DQG GLIILFXOW\ ZLWK VOHHS
86 (3$
3J 
$SSHQGL[ & 7REDFFR &RQWURO /HJLVODWLRQ
7KH 7REDFFR 3URGXFWV &RQWURO RI $GYHUWLVLQJ 6SRQVRUVKLS 	 6DOHV 3URPRWLRQ $FW

7KLV $FW JLYHV WKH 0LQLVWHU IRU +HDOWK ZLGHUDQJLQJ SRZHUV WR FRQWURO DOO DVSHFWV RI WKH
DGYHUWLVLQJ VSRQVRUVKLS DQG VDOHV SURPRWLRQ RI WREDFFR SURGXFWV 8QGHU WKH $FW WKH
0LQLVWHU KDV WKH SRZHU WR PDNH UHJXODWLRQV WR FRQWURO DQG UHJXODWH
Y DGYHUWLVLQJ RI WREDFFR SURGXFWV
Y VSRQVRUVKLS DQG
Y DQ\ RWKHU DFWLYLWLHV ZKLFK DUH LQWHQGHG RU DUH OLNHO\ WR SURPRWH WKH VDOHV RI WREDFFR
SURGXFWV
7KHVH FRQWUROV FDQ H[WHQG WR
Y SURKLELWLQJ SDUWLFXODU NLQGV RI DGYHUWLVLQJ RI WREDFFR SURGXFWV
Y SURKLELWLQJ SDUWLFXODU NLQGV RI VSRQVRUVKLS
Y FRQWUROOLQJ WKH IRUP FRQWHQW DQG IUHTXHQF\ RI DGYHUWLVLQJ IRU WREDFFR SURGXFWV
Y UHVWULFWLQJ H[SHQGLWXUH RQ DGYHUWLVLQJ DQG VSRQVRUVKLS
Y UHTXLULQJ KHDOWK ZDUQLQJV RQ DGV SDFNDJHV FRQWDLQHUV
Y SURKLELWLQJ ORZFRVW VHOOLQJ RI WREDFFR SURGXFWV WKURXJK VDOHV SURPRWLRQ GHYLFHV VXFK DV
ORZ SULFHV GLVFRXQWV JLIW YRXFKHUV RU FRXSRQV
7KH 7REDFFR &RQWURO RI $GYHUWLVLQJ 6SRQVRUVKLS 	 6DOHV 3URPRWLRQ 5HJXODWLRQV

7KHVH 5HJXODWLRQV UHSODFH 5HJXODWLRQV PDGH LQ  DQG  DQG H[WHQG JUHDWO\ WKH
0LQLVWHU
V SRZHUV LQ LPSOHPHQWLQJ WKH  $FW 7KH 5HJXODWLRQV DOVR WDNH DFFRXQW RI
YDULRXV FKDQJHV DW (8 OHYHO DQG WLJKWHQ XS FHUWDLQ SURYLVLRQV 7KH JHQHUDO HIIHFW RI WKH
 5HJXODWLRQV LV
Y WR UHVWULFW WKH DGYHUWLVLQJ PHGLD ZKLFK PD\ EH XVHG IRU WREDFFR DGYHUWLVLQJ
Y WR OLPLW WKH FRQWHQW RI DGYHUWLVLQJ RI WREDFFR SURGXFWV
Y WR UHTXLUH WKDW DGYHUWLVHPHQWV IRU DQG SDFNDJHV RI WREDFFR SURGXFWV GLVSOD\ LQ URWDWLRQ D
QXPEHU RI SUHVFULEHG KHDOWK ZDUQLQJV
Y WR OLPLW WKH IRUP ZKLFK DGYHUWLVLQJ DVVRFLDWHG ZLWK VSRQVRUHG HYHQWV PD\ WDNH DQG
Y WR SURKLELW WKH XVH RI FRXSRQV JLIWV FXWSULFH RIIHUV DQG VDOHV SURPRWLRQ LQ UHODWLRQ WR
WREDFFR SURGXFWV
7REDFFR +HDOWK 3URPRWLRQ DQG 3URWHFWLRQ $FW 
7KH 7REDFFR +HDOWK 3URPRWLRQ DQG 3URWHFWLRQ $FW  SURYLGHV IRU WKH SURKLELWLRQ DQG
UHVWULFWLRQ RQ WKH FRQVXPSWLRQ RI WREDFFR SURGXFWV LQ GHVLJQDWHG DUHDV DQG IDFLOLWLHV WKH
UHVWULFWLRQ RQ WKH VDOH RI WREDFFR SURGXFWV WR SHUVRQV XQGHU WKH DJH RI  \HDUV DQG EDQV WKH
VDOH HWFRI RUDO VPRNHOHVV WREDFFRV
6SHFLILFDOO\ WKH $FW SURYLGHV IRU WKH IROORZLQJ
^ WKH SURKLELWLRQ RU UHVWULFWLRQ RQ VPRNLQJ RQ DLUFUDIW WUDLQV SXEOLF VHUYLFH YHKLFOHV
KHDOWK SUHPLVHV VFKRROV FLQHPDV WKHDWUHV DQG WKH SXEOLF RIILFHV RI EXLOGLQJV ZKLFK
EHORQJ WR RU DUH LQ WKH RFFXSDWLRQ RI WKH 6WDWH RU D ERG\ HVWDEOLVKHG XQGHU DQ $FW RI WKH
2LUHDFKWDV RU LQ DQ\ RWKHU DUHD GHVLJQDWHG E\ WKH 0LQLVWHU
^ WKH UHVWULFWLRQ RQ WKH VDOH RI WREDFFR SURGXFWV WR D SHUVRQ XQGHU WKH DJH RI  \HDUV
LQFOXGLQJ WKH DSSURSULDWH ORFDWLRQ RI YHQGLQJ PDFKLQHV
3J 
^ WKH UHVWULFWLRQ RQ WKH VDOH RI FLJDUHWWHV RWKHUZLVH WKDQ LQ SDFNHWV RI WHQ RU PRUH
FLJDUHWWHV
^ WKH FRQWURO SURKLELWLRQ RU UHVWULFWLRQ RQ WKH XVH RI VSHFLILHG FRQVWLWXHQWV RI WREDFFR
SURGXFWV DQG WKH EDQQLQJ RI WKH VDOH LPSRUWDWLRQ PDQXIDFWXUH HWF RI RUDO VPRNHOHVV
WREDFFRV SHQDOWLHV XS WR D PD[LPXP RI M
7REDFFR +HDOWK 3URPRWLRQ DQG 3URWHFWLRQ 5HJXODWLRQV 
7KHVH 5HJXODWLRQV JDYH HIIHFW WR D QXPEHU RI WKH SURYLVLRQV RI WKH  $FW
(XURSHDQ &RPPXQLWLHV 7DU <LHOG RI &LJDUHWWHV 5HJXODWLRQV 
7KHVH 5HJXODWLRQV VHW PD[LPXP WDU \LHOG ILJXUHV IRU FLJDUHWWHV DQG EHFDPH RSHUDWLRQDO ZLWK
HIIHFW IURP 
 7REDFFR 3URGXFWV &RQWURO RI $GYHUWLVLQJ 6SRQVRUVKLS DQG 6DOHV 3URPRWLRQ
$PHQGPHQW 5HJXODWLRQV 
7KHVH 5HJXODWLRQV UHTXLUH WKDW SDFNDJHV RI WREDFFR SURGXFWV RWKHU WKDQ FLJDUHWWHV GLVSOD\ LQ
URWDWLRQ D QXPEHU RI KHDOWK ZDUQLQJV 7KH\ FDPH LQWR HIIHFW RQ  0DUFK 
 7REDFFR +HDOWK 3URPRWLRQ DQG 3URWHFWLRQ 5HJXODWLRQV 





Y RWKHU VHUYLFHV ZKLFK FDWHU IRU SUHVFKRRO FKLOGUHQ
Y FODVVURRPV OHFWXUH WKHDWUHV RU UHFUHDWLRQ URRPV LQ WKLUGOHYHO FROOHJHV
Y NLWFKHQV DQG IRRG SUHSDUDWLRQ DUHDV LQ UHWDLO SUHPLVHV LQ ZKLFK IRRG LV VWRUHG RU SUHSDUHG
IRU KXPDQ FRQVXPSWLRQ
Y WKH UHWDLO VWRUDJH DQG IRRG SUHSDUDWLRQ DUHDV LQ EXWFKHUV
 SUHPLVHV
Y VWXGLRV LQ 79 VWDWLRQV GXULQJ OLYH WUDQVPLVVLRQ RU UHFRUGLQJV RI SURJUDPPHV IRU
VXEVHTXHQW WUDQVPLVVLRQ
Y WKH DXGLWRULXP RI D SUHPLVHV XVHG IRU WKH SOD\LQJ RI VQRRNHU IRU SXEOLF HQWHUWDLQPHQW
Y SOD\LQJ DQG FLUFXODWLRQ DUHDV LQ %ULGJH DQG %LQJR KDOOV
Y DPXVHPHQW DUFDGHV DQG FHQWUHV LQFOXGLQJ WHQSLQ ERZOLQJ FHQWUHV
Y FKLOG FDUH FHQWUHV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII WR VPRNH@
Y KRVSLWDOV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII DQG SDWLHQWV WR VPRNH@
Y ORQJVWD\ JHULDWULF KRPHV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII DQG SDWLHQWV WR VPRNH@
Y PDWHUQLW\ KRPHV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII DQG SDWLHQWV WR VPRNH@
Y PHQWDO KDQGLFDS FHQWUHV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII DQG SDWLHQWV WR VPRNH@
Y SK\VLFDO KDQGLFDS FHQWUHV >VXEMHFW WR VSHFLILF IDFLOLWLHV IRU VWDII DQG SDWLHQWV WR VPRNH@
Y RWKHU KHDOWK SUHPLVHV LQFOXGLQJ +HDOWK &HQWUHV DQG SKDUPDFLHV >VXEMHFW WR VSHFLILF
IDFLOLWLHV IRU VWDII WR VPRNH@
Y SXEOLF DUHDV LQ %DQNV %XLOGLQJ 6RFLHWLHV DQG RWKHU UHWDLO ILQDQFLDO DJHQFLHV
Y SXEOLF DUHDV LQ KDLUGUHVVLQJ VDORQVEDUEHU VKRSV
Y WD[LV DQG KDFNQH\ FDEV
Y DLUFUDIW DQG SDVVHQJHU IHUULHV >D PLQLPXP RI WZRWKLUGV RI WKH VHDWLQJ@
3J 
$SSHQGL[ ' ,QGLFDWLYH %XGJHW IRU D 6WDQGDUG <HDU
*UDQG 7RWDO
6XEWRWDO




)UDPHZRUN &RQYHQWLRQ RQ 7REDFFR &RQWURO )&7&
(XURSHDQ 8QLRQ
7LHU  ,QWHUQDWLRQDO &RRSHUDWLRQ
6XEWRWDO
$Q ,QWHUQ 3URJUDPPH
&RQIHUHQFHV IRU /RFDO &RPPXQLW\ /HDGHUV
9ROXQWDU\ &RPPXQLW\ $FWLRQ




7LHU  %HWWHU &RPSOLDQFH ZLWK WKH /DZ
6XEWRWDO
7REDFFR )UHH :RUNSODFH









7LHU  0RUH +HOS IRU 6PRNHUV WR 4XLW
6XE WRWDO
,QWHJUDWLQJ LQWR 7KLUG /HYHO &XUULFXOD
'LSORPD LQ 7REDFFR DQG +HDOWK
$Q (QKDQFHG +HDOWK (GXFDWLRQ 3URJUDPPH
&OLQLFDO 5HVHDUFK
7REDFFR ,QIRUPDWLRQ DQG 5HVRXUFH &HQWUH
,PSURYHG 3XEOLF .QRZOHGJH RI 7REDFFR &RQWURO /DZV
$ 6SRQVRUVKLS 3URJUDPPH
$ 3XEOLF 5HODWLRQV 3URJUDPPH
7LHU  %HWWHU &RPPXQLFDWLRQV DQG (GXFDWLRQ
,QGLFDWLYH &RVW

$FWLRQV
3J 
3J 
